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THE SAFEGUARDS OF BANKING STABILITY. 


In the report of the Comptroller of the Currency just pre- 
sented there are two points on which full information will 
be sought this year. We refer to bank taxation and to 
the diminution of bank capital and surplus. We give up 
a considerable portion of our space to that part of the report 
which treats of taxation, and the remainder will have due at- 
tention hereafter. Our National banking system differs from 
some others in that it is armed with legal safeguards requir- 
ing that large reserves of cash shall be held in the vaults of 
each bank, and that the capital on which the banks do busi- 
ness shall not only be large, but supplemented with a surplus 
fund, the accumulation of which is obligatory. The Comp- 
troller shows that these safeguards of our banks are not 
improving. The surplus of our National banking system now 
amounts to $ 122,776,121, which with $44,572,679 of undivided 
profits, gives an aggregate of 167 millions. At the close of 
1876 the aggregate amounted to 178 millions; in 1875 to 
191 millions; in 1874 to 182 millions; in 1871 to 150 mil- 
lions; in 1868 to 114 millions; in 1867 to 102 millions; in 
1866 to 86 millions; and in 1865 to 72 millions. Such have 
been the changes in the surplus of the Nationai banks 
during the past ten years throughout the United States. 
For the sake of comparison we give the following statistics 
as to the changes in the capital, surplus and deposits of the 
New York Clearing House banks from 1858 to 1875: 
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CAPITAL, SURPLUS AND DEPOSITS OF THE NEW YORK CLEARING- 
HOUSE BANKS, 1858-1877. 


Year. 
1858 ... 
1859 ... 
1860 ... 
1861 ... 
1862 ... 
1863 ... 
1864 ... 
1865 ... 
1866 ... 
1967 ... 
1868 ... 
1869 ... 
1870 ... 
E72 ... 
3972 ... 
eee 
1874 ... 
5575 .<s 
1876 ... 
1876 ... 
ty ieee 
cee Ge OB we 


Report. 
June I9 


June 25 . 


ug 


June 30 ... 
June 22 ... 
June 28 ... 
June 13 ... 
June 25 ... 
June 24 ... 
july 2... 
july. & «.. 
July 6... 
June 26 ... 
June 25 ... 
June 17 ... 
June 29 ... 
June 28 ... 
June 26 ... 
June 12 ... 
June 30 ... 
Oct. 2 iss 
June 30 ... 


Capital. 
67,041,200 


68,645,000 ... 
69,758,800 ... 
69,650,600 ... 
69, 125,700 ... 
69,401,800 ... 
69,683,500 ... 
83,357:300 «.. 
84,322,200 ... 
84,772,200 ... 
84,260,100 ... 
84,923,300 ... 
85,162,000 ... 
88,678,800 ... 
87,315,700 ... 
88,051,800 ... 
85,285,200 ... 
84,085,200 ... 
81,822,200 ... 
81,731,200 ... 
77,185,700 ... 
71,085,200 ... 


Surplus. 
«++ $ 75531,600 
8, 328, 800 


21,440,000 


36, 361, 300 


72555,500 «+. 
8,055,200 ... 


8,647,600 ... 
11,714,200 .. 
15,704,000 ... 


23,144,800 ... 
27,467,000 ... 
29,224,700 ... 
32, 504,500 ... 
32,837,100 ... 
34,854,900 ... 


38,867,100 ... 
40,787,000 .., 
39,851,800 ... 
31,870,600 ... 
31,943,500 ... 
30,985,500 ... 
29,433,400 ... 


Total. 


Deposits. 


---B 74,572,800 ... $ 103,082,600 
76,200,500 ... 
77,813,000 ... 
77:979:400 «.. 
7757732300 ++. 
81,116,000 ... 
85,387,500 ... 
e+ 104,797,300 ... 
107,567,000 .. 
112,239,200 ... 
113,484,800 ... 
117,427,800 ... 
117,999,100 ... 
123,533,700 ... 
sow 322,677,000 ... 
126,918,900 ... 
126,072,200 ... 
123,936,000 ... 
113,692,800 ... 
113,674,700 ... 
108,171,200 ... 
100, 518,600 ... 


96,458,400 
106, 382, 800 
102, 165, 100 
104,043,900 
207,839, 800 
231,468, 700 
285,757,700 
303, 540, 200 
207,077,200 
238, 198, 300 
208, 241,400 
246,799, 500 
270,001,700 
261,625, 500 
250,030,000 
265,841,200 
254,134,900 
245,541,300 
255,027,600 
163,060, 400 
147,494,000 


The causes to which this rapid depletion is due, have been 


often expounded, and are fully set forth in the Report of the 
Comptroller. Under the severe pressure from which our 


industry and finance have suffered since the panic of 1873, a 
number of forces have been called into action which tempt 
our banks to divide their surplus and lessen their capital. 
The most mischievous of these causes has undoubtedly been 
the galling severity of the tax burdens to which the banks 
have been exposed, both by the National Government and 


by the several States. On this principle is founded the most 
convincing of all the arguments that we have seen for the 
repeal of the Federal taxes on the banking business. For, in 
proportion as such taxes tend to lessen bank capital and sur- 
plus, they lower the safeguards and attack the foundations 
of the whole fabric of our banking system, and of our com- 
merce and trade which rest upon it. It has long been 
accepted as one chief cause of our freedom from those bank- 
ing panics which were formerly so disastrous in this country, 
that our banks, especially those organized under the National 
Currency Law, have uniformly been under stringent regula- 
tions as to their reserves and their surplus. In England, 
similar care has not been taken, and the small extent of the 
bank capital, in proportion to the deposits and the business 
done, is one circumstance contributing, with defective reserves, 
to produce the feverish sensitiveness and spasmodic move- 
ments of the money market which were conspicuous in the 
financial panics of 1825, 1837, 1847, 1857, 1866 and 1873. Our 
own banking history before the war offers illustrations of the 
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principle that, without a large capital and an ample surplus 
it is vain to hope for stability in the banking system of any 
country whose commerce is as large and active as our own. 

In Louisiana, in Massachusetts, in Indiana, in Ohio and in 
New York, legislative provisions were devised to correct these 
evils and to limit the tendencies to expansion. Similar expe- 
dients were incorporated in 1863 in our National Currency 
Law, so that our banking system with all its faults is in 
some respects more perfect than most of those which have 
preceded it in our own country or are now in operation 
abroad. The strength imparted to the National banking sys- 
tem by its large mass of capital, in proportion to its deposits 
and other liabilities, give it an important weight in the finan- 
cial system of this country. It must not, however, be sup- 
posed that the National banks contain the larger proportion 
of the bank deposits of the United States. The Comptroller 
shows that the deposits of our National banking system are 
616 millions, while those of our State banks, private banks 
and savings banks combined have an aggregate more than 
twice as large, and amount to 1,368 millions of dollars. On 
the other hand, the capital of these two sections of our 
banking system is very unequal, with a great preponderance 
on the side of the National banks. Their capital has an 
aggregate of 499 millions, while our State banks, private 
banks, and savings banks have a united capital of 222 mil- 
lions. To illustrate this we have compiled from the forth- 
coming report of the Commissioner of Internal Revenue the 
following table showing the gross amount of average capi- 
tal and deposits of savings banks, bankers and banks other 
than National banks for years ended May 31st, 1876 and 
1877, and of National banks for the years ending 3oth Sep- 
tember, 1876 and 1877: 


AGGREGATE BANKING CAPITAL AND DEPOSITS OF THE UNITED 
STATES, 1876-1877. 
1876. 1877. 


Capital of Savings banks. .........0.socsccssssossesse $ 5,016,659 . $ 4,965,500 
Capital of banks and bankers 211,634,586 . 217,215,388 


Total capital. $ 216,651,245 . $222,180,888 
Deposits of savings banks having capital 38,207,891 . 38,055,540 
Deposits of savings banks having no capital... 845,109,217 . 855,057,027 
Deposits of State banks and private bankers... 483,458,242 . 475,790,064 

Total deposits of non-National banks $ 1, 328,567,459 .$1,268,902,631 
Deposits of National banks..........cs0-sseceseeeees 651,385,210 . 616,403,987 
Capital of National banks, 499,802,232 . 479,467,771 
Surplus of National Dbanks...........0.cccccccsessecss 132,202,282 . 122,776, 121 
Undivided profits of National banks 46,445,216 . 44,572,679 


From this table and the other statistics we see that the sur- 
plus and undivided profits of the National banks have fallen 
from 192 millions to 167 millions since 1875. It also appears 





420 THE BANKER’S MAGAZINE, [ December, 


that throughout the whole of our banking system a large part 
of the existing surplus was accumulated during the years 
prior to the war, and it has gone on gradually increasing 
year by year, until the movement culminated in 1875, and 
the surplus has since been steadily decreasing. The Comp- 
troller has compiled a table of the surplus which was held 
by the State banks, and was conveyed by them into the 
National system when they were converted into National 
banks. The table shows that the State banks which, when 
converted into National banks, possessed a surplus, were 612 
in number, their surplus amounting to $ 39,756,434; and that 
at present there are 2,026 banks possessing a surplus, the 
aggregate of which is $ 122,776,121. It also appears that 
there are only 54 banks which have no surplus. The average 
amount of surplus carried into the National banking system 
by each of the 612 converted State banks was $64,961; 
and the average amount of the present surplus of each of the 
two thousand and twenty-six National banks amounts to 
$60,600. On the whole, then, it appears that the increase 
of the dividends and the surplus by our banks which was 
formerly noted, has long ago ceased; and that the banks, 
with few exceptions, are now diminishing their dividends, 
while many of them are not earning as profits the amounts 
distributed in semi-annual dividends, as is proved by the 
figures above given, showing in the last two years a loss in 


this way of twenty-four millions of surplus by the National 
banks alone. 


THE BELGIAN MONETARY DOCUMENTS.* 
BY GEORGE WALKER. 


We give below the titles of a very important series of 
papers on the Monetary Question, which have been collected 
during the past four years by M. Malou, the Finance Min- 
ister of Belgium, and published under the auspices of his 
Government. As the first series appears to have been laid 
before the Chamber of Deputies they may properly be 
regarded as State papers. The compilation reflects great 
credit upon the Belgian Government, and upon the enlight- 
ened statesman who conceived and has so far executed this 
admirable plan for bringing together the most important 
public documents relating to the monetary question which 
have appeared in various countries. 


* 1. Documents Relatifs a la Question Monétaire; Recueillis et Publi¢és par M. J. Malou, 
Ministre des Finances. (Déposés dans la Séance de la Chambre de Représentants du 
27 Novembre, 1873.) Bruxelles, F. Hayez, Imprimeur de la l’Academie Royal de Belgique. 
1874. Folio, pp. 306. (7 Fascicules.) 

2. (Same Title.) Deuxitme Série, 1876. Folio, pp. 669. (12 Fascicules. ) 

3. (Same Title.) ‘Troisitme Série, 1877. Folio, pp. 76. (1 Fascicule.) 
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In an explanatory note at the beginning of the first 
volume, M. Malou thus states the motives of his undertak- 
ing. The Empire of Germany and the three Scandinavian 
kingdoms had changed their monetary systems and adopted 
the single gold standard. Holland was expected, at an early 
day, to follow their example. In: view of these facts, it 
became a question whether the nations composing the Latin 
Union based on the double standard under the Convention 
of December 23, 1865, and especially whether Belgium, 
France and Switzerland ought also to modify their monetary 
systems, and if so in what direction. The discussion of this 
question had already begun and was spreading widely. In 
aid of it, it seemed useful to bring together and collate 
the official documents, and the statistical data relating to 
Belgium and to other countries. These documents were 
scattered, and many of them had never been translated into 
French. A full and exact knowledge of the laws enacted, 
or offered for legislative consideration, together with the rea- 
sons urged for their adoption and of the steps taken to put 
them in force, might, in this way, be easily gathered: by 
those who desired to make a thorough examination of the 
monetary question. The undertaking was necessarily an 
extensive one, but it would have been interminable and 
impossible if it had not been strictly confined to such 
measures as had been adopted by legislation, or at least pre- 
pared under official sanctions. No attempt has been made 
to hunt up and put into French the controversial papers, 
the parliamentary discussions which have preceded legisla- 
tion, or even the earlier draught of the laws finally adopted. 
Germany alone would have furnished materials of this sort 
for more than one volume. Neither have the merely scien- 
tific aspects of the monetary question been considered, nor 
the wants or aptitudes of any particular nation; but the 
materials have been selected in such a manner as to throw 
light on points of especial interest to Belgium, and to show 
such results as have actually been arrived at, or are on the 
road to accomplishment, the causes which led to them, and, 
up to a certain point, their probable influence on Belgian 
interests. 

In the present notice of these publications it is not pro- 
posed to enter very fully into the subject matters covered 
by the several papers, but merely to present to the readers 
of the BANKER’s MAGAZINE a synopsis of the contents of this 
remarkable series. However the silver question may be 
decided, it cannot fail to be regarded in history as one of 
the most important public questions of our time, and it is 
probable that the Belgian series of documents will always 
remain one of the chief store-houses of information in respect 
to it. 

The following countries, in the order in which they first 
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appear in M. Malou’s collection, have contributed materials 
for it; namely, Holland, Belgium, Greece, Germany, France, 
Sweden, Denmark, Norway, Italy, Switzerland, England, the 
United States and Spain. . 

THE FIRST PART of the series relates to Holland. It 
contains : 

(1.) “A Report made to his Majesty the King of the 
Netherlands, upon the monetary system, June 26, 1873.” 
This report emanated from a Special Commission appointed 
October 30, 1872, composed of P. P. Van Bosse, Minister of 
State, and former Minister of Finance, as President; A. Vro- 
lick, former Minister of Finance; N. W. C. Mees, President 
of the Bank of the Netherlands; S. Vissering, Professor of 
Law at Leyden; and A. D. Van Riemsdyk, Member of the 
Monetary Commission at Utrecht, as Secretary. 

(2.) A Bill (Projet de Lot) relating to the money of the 
Netherlands, submitted to the King by the same Com- 
mission. 

(3.) Report ( Zxposé des Motifs) by the Minister of Finance 
(Van Delden), upon the Bill relating to money, presented-to 
the States-General, October 31, 1873. 

(4.) The Bill last referred to. 

Holland adopted the silver standard by law of November 
26, 1847. The Commission of October 30, 1872, had reported, 
January 18, 1873, to the Minister of Finance, a recommenda- 
tion to adopt the double standard, and a limitation, or tem- 
porary suspension, of silver coinage. But on the 21st Feb- 
ruary following Germany had introduced into its Federal 
Council a definitive measure looking to the demonetization 
of silver. This measure became a law, July 9, 1873 (see 
synopsis of third number). In anticipation of the passage of 
this German law, the States-General of Holland passed an 
Act, May 21, 1873, authorizing the suspension, by royal 
decree, of the coinage of silver; and on the 27th of May 
the king issued such a decree, suspending the coinage till 
August 1, 1875. In their report of June 26, 1873 (now 
before us), the Monetary Commission recommended the 
definitive adoption of the gold standard. They based this 
recommendation on the legislation of Germany and Scandi- 
navia, and on the passage of the United States Coinage Act 
of 1873, in the face of which they did not believe it possible 
for the States of the Latin Union to adhere to the double 
standard. Though they preferred to retain silver, and feared 
the effects of its general demonetization, they recognized the 
embarrassing position in which Holland would be placed if 
she stood out against the policy so widely adopted, and 
threatening to be adopted, in favor of gold. The bearing 
of such monetary isolation upon the foreign exchanges, upon 
domestic prices, and upon public credit, is very forcibly 
presented. 
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A Bill (2) embodying the changes recommended by the 
Commission follows the Report. 

Under the legislation recommended in the foregoing 
papers the silver standard was to be retained in the Dutch 
East India Colonies, but the gold standard was to be intro- 
duced into those of the West Indies. 

In the third paper the Finance Minister, Van Delden, under 
date of October 31, 1873, presented some later facts than 
those recited by the Commission, and seconded their recom- 
mendations with pertinent arguments and illustrations. He 
dwelt with great earnestness upon the dangers of monetary 
tsolation, while pointing out the superiority of the double 
standard “if adopted under a common ratio by many 
nations, and over an extended territory,” and the “ probable 
danger of employing gold as the monetary metal in a large 
part of the civilized world.” 

This Report is also followed by a Bill (4) having in view 
the adoption of the gold standard, but somewhat altering 
the details of the Bill offered by the Monetary Commis- 
sion (2). 

THE SECOND PART contains: 

(1.) Some valuable tables showing the coinage and 
demonetization of the precious metals in Belgium from 
1832 to 1873. 

(2.) The text of the original International Monetary Con- 
vention of December 23, 1865, between Belgium, France, 
Italy and Switzerland, commonly known as the “ Latin 
Union.” 

The objects of this Treaty, as recited in its preamble, were 
“to establish a more perfect harmony of monetary legislation 
between the contracting parties, to remove the obstacles 
which impeded the business intercourse of the people of their 
respective countries, growing out of the diversity of fineness 
in their silver token coins, and to contribute, by means of 
a monetary union, to the progress of uniformity in weights, 
measures and money.” The high contracting parties agreed 
that their gold coins should be restricted to those of 
100, 50, 20, ro and 5 francs, ;% fine, the same to be received 
without distinction at the public treasuries of each country, 
so long as within one-half per cent. of full weight. They also 
agreed that five-franc pieces of silver of given weight and 
fineness (,%,) should be so received, if within one per cent. of 
full weight; also that they would not in future coin silver 
pieces of two francs, and one franc, and of fifty and twenty 
centimes, other than of the weight and fineness (,§35;) then 
agreed on, and that when reduced five per cent. in weight, 
they should be withdrawn and reminted by the country 
issuing them. Other conditions were established as to the 
legal-tender limit of these divisional coins at home and 
abroad. Zhe issue of them by each country was limited to six 
francs a head of its population. 
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The contracting governments were required to communi- 
cate to each other annually all facts respecting their coin- 
age, and bearing upon the objects of the treaty. 

The admission to the Latin Union was reserved to all other 
nations which might be willing to accept its obligations and 
adopt its metallic monetary system. 

The treaty was to remain in force until January 1, 1880, 
and unless dissolved by one year’s notice prior to that date, 
for fifteen years longer, and so on by successive periods of 
fifteen years, if not sooner terminated by such notice. 

Greece joined the Latin Union, October 8, 1868. The royal 
decree announcing its adhesion is the closing paper of this 
number. 

THE THIRD PART relates to Germany, and contains the fol- 
lowing documents and statistical tables: 

(1.) A Report explanatory of the Monetary Law presented 
March 15, 1873. 

(2.) The text of the laws of December 4, 1871, and 
July 12, 1873. 

(3.) Statistical Tables selected from the appendices to the 
Report of March 15, 1873, and including: A. The coinage of 
gold money in the Empire of Germany since 1764. £2. The 
Legal-Tender Silver Coins issued in Germany. C. The Sub- 
sidiary Silver Coins issued in Germany. JD. Comparative 
Table of Coinage and Demonetization of Gold, Silver and 
Copper Coins in Germany. £. The Gold Coinage of Ger- 
many issued pursuant to the law of December 4, 1871, and 
the materials out of which the same had been made. 

The new monetary reforms in Germany followed speedily 
after the close of the Franco-Prussian war, but the dispo- 
sition to adopt the gold standard is of earlier origin. The 
law of December 4, 1871 (2), provided for the coinage of a 
ten mark piece of gold, of which 139% in fine gold should 
weigh a pound. The standard was to be ;%, so that 125,55; 
of the new ten-mark pieces should weigh a pound. Pieces 
of twenty marks were also authorized. The mark was 
defined to be one-tenth of the ten-mark piece, and it was 
divided into 100 pfennings.* 

Payments which must previously have been made in the 
silver coins of the several States, were authorized to be made 
in the new gold coin at rates established in the law. The 
fabrication of other gold coins than those thus authorized 
was forbidden; and all existing gold coins were to be retired 
at the expense of the Empire. The Chancellor of the 
Empire was also authorized to retire the legal-tender silver 
coin out of any funds under his control. Reports were to 
be made annually to Parliament of the progress made in 
the execution of the law. 


* The value of the mark in United States money, as fixed by the Secretary of the Treasu 
under the Act of March 3, 1873, is 23 8-10 cents. For convenience in this article, we shall 
call it twenty-five cents. 
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This law did not demonetize silver, though the sixth sec- 
tion uses the phrase “until provision shall be made by law 
for the demonetization of silver,” thus showing that such a 
law was to follow. 

The law of July 9, 1873, (being the same introduced 
March 15, 1873,) definitively established the single gold stand- 
ard. The first article begins with these words: “The mone- 
tary systems in force in the different German States are 
superseded by a unitary monetary system for the whole 
Empire, on the gold standard. The monetary unit of this 
system is the mark such as it is defined to be by §2 of 
the law of December 4, 1871, relative to the fabrication of 
imperial gold coins.” The date at which the law should 
go into operation throughout the Empire was to be fixed 
under authority of the Federal Council, by an imperial 
decree to be issued three months in advance. The local 
governments might, however, decree the introduction of the 
gold system within their several jurisdictions at an earlier 
date. In addition to the gold coins authorized by the 
former law the following coins were authorized: (1) A gold 
piece of 5 marks. (2) Silver pieces of 5, 2 and 1 mark and 
50 and 20 pfennings. (3) Nickel pieces of 10 and 5 pfen- 
nings. (4) Copper pieces of 2 and 1 pfenning. The silver 
coins were to be ,*, fine. Zhe silver coinage was “ for the 
present” limited to ten marks (about $2.50) @ head of the popu- 
lation of the Empire; and the nickel and copper coinage to 
2% marks (63 cents) a head. The legal tender of silver 
was limited to twenty marks ($5), and of nickel and copper 
to one mark (25 cents). 

The circulation of bank notes of a lower denomination 
than roo marks ($25) was prohibited after January 1, 1876. 
There are many other provisions of this law, but the fore- 
going are the most important to foreign readers. 

The Explanatory Report (1) accompanying the introduc- 
tion of the foregoing law does not discuss the question of 
the standards, simply stating that the adoption of the single 
*gold standard had resulted from the discussions which fol- 
lowed the passage of the law of December 4, 1871. It 
explains in minute detail the meaning and purposes of every 
provision of the law, and contains valuable information as 
to the measures contemplated for replacing the old and 
ramified currencies of the several States, by the new and 
unitary currency of the Empire. The points of most interest 
to the general reader are the considerations which determined 
the weight and fineness of the new silver coins, their legal- 
tender limit, and the maximum of the emission. 

Recognizing the ratio of 15% to 1 as the average rela- 
tion between former German silver and gold coins, and the 
fact that the old silver was exchangeable for the new gold 
on that ratio, it was thought desirable to adopt a stand- 
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ard for the new silver slightly inferior to that rate. The 
difference between the nominal and real value of silver coins 
was accordingly fixed at 114 per cent., although that of the 
divisional silver coins of France is only 734 per cent., and of 
England 8% per cent. (The difference in the United States 
is a trifle over seven per cent.) 

In fixing upon the fineness, ;4, was adopted because that 
was the standard of old German silver, and the old coins 
could therefore be received without assaying. 

In fixing the legal-tender limit (20 marks) while the limit 
under the countries of the Latin Union is fifty francs ($10), 
the purpose was to prevent the larger silver from competing 
too strongly with the five and ten-mark pieces of gold. 

In fixing the maximum of the silver circulation fer capita 
at ten marks ($2.50) as contrasted with the maximum of 
the Latin Union, six francs ($1.20), it was argued that the 
French limit applied only to divisional coins (those below 
five francs), while the five-franc pieces which are of stand- 
ard silver are not limited except by the provisions of the 
international treaty. It is an important fact that while pro- 
fessing to establish the single gold standard, Germany has 
made so large a provision for token silver coins, that with 
its population of forty-one millions it will have a total of 
silver circulation exceeding 100 millions of dollars. 

THE FOURTH PART relates to France, and contains: 

(1.) A Summary of the Proceedings of the International 
(Monetary) Conference of 1867. 

(2.) A Report of His Excellency M. Magne, Minister of 
Finance, to His Majesty the Emperor, on the Coinage. 

(3.) The Questions (submitted to the Witnesses and 
Experts ). 

(4.) A Short Account of the Inquiry made by the Superior 
Council of Commerce, Agriculture and Industry, into the 
Monetary Question. 

(5.) A Synoptical Table of the Answers given (to the 
—— proposed) by the Witnesses in the Monetary 
nquiry, and by the Members of the Superior Council of 
Commerce, etc. 

(6.) The Coinage of Gold and Silver from 1832 to 1872. 

(7.) The Fabrication and Demonetization of Coins from 
1795 to 1871. 

The International Monetary Conference held at Paris in 
1867 was the immediate outgrowth of the Paris Exposition 
of that year, but it was properly the successor of the Con- 
vention of 1865 which created the Latin Union. Some 
account of it may be found in the Report upon the Pre- 
cious Metals, made by Mr. W. P. Blake, Commissioner from 
the State of California to the Paris Exposition, published at 
Washington in 1869. Mr. Samuel B. Ruggles of New York 
was a delegate to this Conference on the part of the United 
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States, and reported very fully to the State Department of its 
proceedings. The countries represented were Austria, the 
Grand Duchy of Baden, Bavaria, Belgium, Denmark, the 
United States, France, Great Britain, Greece, Italy, the 
Netherlands, Portugal, Prussia, Russia, Sweden, Norway, 
Switzerland, Turkey and Wurtemberg. The invitation to 
the Conference was issued by France. 

The first of the papers, of which the titles are given above, 
is a brief summary of the results of the Conference pre- 
sented at its close by M. Esquirou de Parieu, President of 
the Council of State and Vice-President of the Conference. 

The sole purpose of this Conference was to promote the 
adoption of a uniform international money in connection 
with a common system of weights and measures. In discus- 
sing this subject the first question encountered was that of 
the standards, and it may be fairly regarded as the most 
important question discussed. According to the report of 
M. de Parieu, the Conference arrived, with remarkable unan- 
imity, at the conclusion, that the object sought for—an inter- 
national money—could not be attained except upon the 
basis of the single gold standard. The piece of five francs 
in gold ;*, fine was agreed upon as the denominator, with its 
multiples of 10, 20 and 25 francs. The Conference was 
equally agreed in the opinion, that each State should be at 
liberty to retain the silver standard, in a state of transition. 

The second paper is a report addressed to the Emperor by 
M. Magne, the Finance Minister, dated November 9, 1869. 
It recites the results of the Conference of 1867, as above 
stated, and also that two special commissions instituted at 
the Ministry of Finance to inquire into the co-existence of 
two monetary standards (gold and silver), and reporting 
severally in 1867 and 1869, had arrived at opposite conclu- 
sions ; the first adhering to the. existing double standard, and 
the last advocating its abandonment in favor of gold. M. 
Magne desired to see the question still more thoroughly 
investigated, and, therefore, proposed that the Superior 
Council of Commerce, which had so ably conducted the 
Inquiry of 1865-1869 into credit, banking, paper money, etc.,. 
should be charged with this further investigation. To this 
the Emperor assented. This commission held sittings from 
December 9, 1869, to July 29, 1870. The full report of it is 
contained in two royal quarto volumes published by the 
National Government in 1872. The papers now under review 
give only the questions proposed to the witnesses, a report 
of the conclusions arrived at, and a tabulated statement of the 
votes of each witness, and of each member of the commis- 
sion, upon each of the eight questions propounded. This 
report constitutes the principal value of this collection of 
papers. The arguments presented for the double standard, 
and for the gold standard, are separately and fairly stated. 
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A large majority of the witnesses declared themselves in favor 
of the gold standard, the number of that opinion being 
twenty-three, against eleven for the double standard. An 
examination of the names and professions of these witnesses, 
however, reveals the fact that the minority included the 
bankers of the highest eminence, while the majority included 
chiefly the economists, publicists, and legislators. On the 
side of the double standard, were Rouland, Governor of the 
Bank of France, Rothschild, De Waru, Regent of the Bank 
of France, André, of Marcuard, André & Co., Wolowski, 
founder of the Credit Foncier, and one of the auditors of 
the Société Générale, and Seyd the English banker, On the 
side of the double standard were Levasseur, Member of the 
Institute, Bathelemey Saint-Hilaire, Member of the Corps 
Legislatif, Juglar, publicist, and the Duke D’Audiffert, states- 
man and publicist. M. Magne, the Finance Minister, at 
whose instance the investigation was had, was for the main- 
tenance of the double standard, as is his distinguished suc- 
cessor M. Léon Say. It is only by a careful study of the 
text of the several depositions that the weight of the 
respective arguments can be compared. These can only be 
found in the full report published by the Government, of 
which we have made mention above. The Belgian publica- 
tion is confined to a summary of the arguments presented, 
without any reproduction of the several depositions. 

THE FIFTH PART relates to the Scandinavian countries— 
Denmark, Sweden and Norway. It contains 

(1.) A general statement of the legislation of these coun- 
tries since 1869. 

(2.) A Report on the Bill to authorize the Swedish Gov- 
ernment to ratify the Monetary Convention concluded with 
Norway and Denmark, in 1872. 

(3.) The Monetary Convention between Sweden and Den- 
mark in 1872. 

Summary of the Report of the Swedish Commission 


The Monetary Law of Norway, of June 4, 1873. 

(6.) A statement of the Coinage of the Mints of Sweden, 
Norway and Denmark, since 1863 and 1864. 

A special Commission was appointed by vote of the 
Swedish Diet, in September, 1869, to examine the Monetary 
question. The Diet expressed a preference for the single 
goid standard as the basis of the future system, but, at the 
same time, pointed out the importance of codperating on this 
subject with other nations. The report of the Commission 
was made to the King on the 13th of August, 1870, and pub- 
lished in French, at Stockholm, in 1871. It advised the 
adoption as a unit of the gold franc, recommended by the 
International Conference of 1867, and a coinage of gold 
pieces, fine, of 1, 234, 5, and 1o carolins, corresponding 
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to 10, 25, 50, and soo francs. These coins brought the 
system into harmony with that of the Latin Union, except in 
respect of the coin of twenty-five francs. 

It also recommended a silver coinage of two francs and one 
franc, and fifty and twenty-five centimes, these coins to be 
only % fine, or in the ratio of 1334 of silver to one of gold. 

The recommendations of this Commission were not 
adopted. 

On the 18th of Dec., 1872, a convention was concluded 
between Sweden, Norway and Denmark, which was submitted 
to the legislatures of the three countries, and adopted by 
Sweden and Denmark, but rejected by a small majority in 
Norway. Sweden and Denmark, therefore, ratified the con- 
vention, leaving it open to Norway to join them. This con- 
vention was based on the gold standard, with the crown for 
the monetary unit. It provided for a coinage of only two 
pieces, those of 10 and 20 crowns, ;° fine. The silver coinage 
was to be of pieces of 2 crowns and 1 crown, and 50, 45, 20, 
and 1o Ore, the bronze coins of 5, 2, and 1 Gre. The value of 
the 20-crown piece, in French gold, is 27 francs, 77 cen- 
times. The crown is, therefore, worth nearly 1 franc 38 cen- 
times. It will be thus observed that the Swedish and Danish 
unit does not correspond exactly with the units of any 
other nation. 

The second paper, being a report accompanying the bill to 
authorize the Swedish Government to ratify the convention 
with Norway and Denmark, explains the purposes of that 
act. The propriety of adopting the gold standard is advo- 
cated on the ground of a probable fall in the value of silver, 
at an early day. In discussing the German coinage system, 
which naturally suggested itself for adoption, it was argued 
that, as that system had no greater pretensions to an inter- 
national character than the French, English, or American 
systems, it was not expedient to encounter the numerous 
inconveniencies which the selection of it would involve. It 
would require a complete change in the methods of computa- 
tion, a fall in the ordinary price of products, and the neces- 
sity of revising the form of all contracts. It was, therefore, 
decided to attempt no more than a harmonizing of the 
metallic currencies of the Scandinavian family of nations. 

The third paper gives the text of the Monetary Con- 
vention between Sweden and Denmark, which is to last till 
the end of 1884. The details are unimportant in this con- 
nection, 

The fourth paper, giving a summary of the report of the 
Swedish Commission of 1869, has been already sufficiently 
analyzed. 

The fifth paper contains the text of the Norwegian Mone- 
tary Law, of June 4, 1873. It is based on the gold standard, 
and provides for the coinage of a “speciedaler” containing 
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1,38 grammes of fine gold, and divided into four crowns, 
and the crowns into thirty shillings—these coins to be + 
fine. The silver coins were to be pieces of 2 crowns and 1 
crown, and 24, 15, 12, and 3 skillings—+ fine. 

The contents of the sixth paper are already sufficiently 
explained by its title given above. 

THE SIXTH PART contains carefully compiled and exhaustive 
data, prepared under the direction of M. Malou, relative to 
the production and stock of the precious metals, the coinage 
of the same, the imports and exports, and the price of gold 
and silver from 1839 to 1873. The estimates of Humboldt, 
Jacob, Danson, Narcés Tarassenko—Otreschkoff (a Russian 
author who wrote in 1856), Roswag, Augspurg, Chevalier, 
Soétbeer, W. P. Blake, and Wolowski, are respectively made 
use of and compared. The appendices to this part contains a 
great variety of tables relating to the precious metals. Some 
of these may be usefully compared with those appended to 
the report of the English Silver Commission. In a supple- 
ment are also given the movements of the precious metals in 
England in 1872 and 1873, the coinage of gold in Germany 
in 1873, and the fluctuations in the rate of discount at the 
National banks of Belgium, Holland, France, England and 
Prussia, for a considerable series of years. 

THE SEVENTH AND LAST PART of this volume relates to Bel- 
gium, and contains 

(1.) A letter dated October 21, 1873, from M. Malou, 
Minister of Finance, addressed to the principal banking insti- 
tutions, of Belgium, and to six individuals of eminence, includ- 
ing M. Allard, Director of the Mint, and Professor De Laveleye, 
of the University of Liége, inviting them to a conference on 
the monetary question. 

(2.) A Minute on the Monetary Situation, prepared by M. 
Malou, and communicated to those whom he had invited to 
meet him. 

(3-) A Report of the Proceedings and Discussion of the 
Conference, called as above, at its three sittings of October 
27th and 3oth, and November 7th, 1873. 

In his letter of invitation, M. Malou propounded certain 
questions for the consideration of his associates, and as a 
guide to their deliberations. These related to the following 
points, namely: whether the right to have silver five-franc 
pieces coined, then enjoyed by the public, should be with- 
drawn? Whether Belgium continued bound by the Conven- 
tion of 1865 (Latin Union), notwithstanding the fact that 
Italy and France had suspended specie payments? (Italy 
suspended May 1, 1866, and France in July, 1870). If Bel- 
gium did remain so bound, was it expedient to call together 
the signatory powers with a view to the common adoption of 
the gold standard? These were the only subjects of inter- 
national importance proposed for discussion. The Minute 
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which accompanied the letter of invitation, recited a variety 
of facts bearing on the questions submitted ; a large part of 
it, relative to the lower denominations of coinage—nickel and 
copper—is unimportant. 

All the parties invited attended and participated in the 
conference. The first and last questions discussed, namely, 
as to the suspension of silver coinage and the way to arrive 
at it, and the fabrication of nickel and bronze coins, being 
matters of purely local interest, would be of no interest or 
value to American readers. The most animated and interest- 
ing debates related to the question of the standards. Ona 
final vote, the majority, including the representatives of the 
three banks, favored the single gold standard, but the minor- 
ity included M. Allard, the Director of the Mint, M. De 
Laveleye, and the Finance Minister. In force and variety of 
arguments, and fullness of illustration, the partisans of the 
double standard had signally the advantage. The presenta- 
tion of this cause by M. De Laveleye is very able, and well 
worth a perusal. 

It was our intention to bring the notices of all these inter- 
esting documents within the compass of a single article, but 
as this has proved impossible we shall resume and complete 
them in a later number. 


FLUCTUATIONS IN THE RATE OF INTEREST. 
BY DR, GEORGE MARSLAND. 


As medical science teaches that there are preventable 
causes of disease, so financial science discloses preventable 
causes of monetary disturbance; and in both cases the more 
complete our knowledge of the evil the better the prospect 
of correcting or removing it. The necessity for a clearer 
conception of the mechanism of the money market and of 
the forces which control it is seen in the business mistakes 
of experienced men every day. It is notably conspicuous in 
the conflicting comments elicited in various quarters by the 
fact, that the recent advances in the Bank of England rate 
were made in the face of plethoric supplies of money and a 
limited demand. The loanable capital in France and 
England is so well organized, and the communication by 
telegraph and otherwise is so complete, that for all practical 
uses the two money markets may be regarded as one, and 
the supplies in Paris are readily available in London. Hence, 
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it appears somewhat singular that while the rate of discount 
in Paris has for months remained tranquil at two per cent., 
in London there have been several recent fluctuations, and 
on the roth October another advance was made by the Bank 
of England to five per cent., the present rate. It is important 
that such anomalies as this should be explained, and without 
attempting to develop the whole problem we will present a 
few preliminary facts and practical suggestions to aid our 
readers in solving it for themselves. 

The rate of interest has very properly been defined to be 
the price paid for the loan of capital, and capital is a com- 
modity of which the price oscillates more suddenly and more 
widely than any other commodity known to modern com- 
merce. These fluctuations continue from year to year, al- 
though hundreds of millions of capital are transferred from 
hand to hand in the money markets of Europe and of this 
Continent every day. How much mischief has been done to 
commerce by the sudden variations in the rate of interest many 
eloquent observers have often expounded, and, if some of the 
causes of these variations are preventable, it is highly neces- 
sary that their nature should be poirted out and the proper 
remedies suggested. At first sight an inexperienced economist, 
fresh from the schools and wise in the wisdom of Adam 
Smith, J. B. Say, or of Mill, Ricardo, Perry and Bowen, 
would be inclined to say that nothing is easier than to point 
out the causes and the remedy for the excessive fluctuations 
in the rate of interest on loanable capital. As is the case 
with other commodities, the controlling cause of the fluctua- 
tions in the price of capital on loan, he would tell us, is the 
fluctuations in the supply and demand, and to correct the 
effect we have only to deal with the single cause to which it 
is due. But a little experience will soon set our young friend 
right. In the ideal perfection which, for aught we know, 
may be reached by the money market of the future, it may, 
perhaps, happen that the rate of interest will vary directly 
with the supplies of loanable capital, without perplexing per- 
turbations from subordinate but obstinate causes; but in the 
far from perfect money market of our day this is by no 
means so, and in Wall Street, one great distinction between 
the successful man and the candidate for bankruptcy is, that 
the former is more quick and skillful than his competitors in 
discerning these occult and subordinate causes, and in utiliz- 
ing his observations. 

If, for a moment, we look at the recent advance of. the 
Bank of England rate from a business point of view, perhaps 
the chief points about it are how it originated, whether it 
will be kept up, and what influence it will have on the finan- 
cial interests of this country. On these questions, one of 
the best authorities, the London Zconomist, in its issue of 
October 13th, gives some suggestive information. It says: 
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“On Thursday the directors had to put up the rate again to 
five per cent., at which it now stands. It would be prema- 
ture as yet to say whether the present rise will be sufficient 
to retain the reserve at an adequate point. It is now under 
nine millions and a half, and if we exclude the gold and 
silver coin, which really only represents in general terms the 
contents of the ‘till’ of the bank, under nine millions. This 
is but a small reserve for the Bank of England to keep, 
especially early in the month of October, when the full 
autumnal demands of England for the purposes of domestic 
currency are, probably, yet barely supplied. There is also a 
probability of a considerable demand for America shortly, and 
also a demand for France later on in the season. The rais- 
ing the rate of discount here will undoubtedly tend to lower 
the price of American securities, and it is possible that some 
of these may be bought in London and transmitted to 
America. We have heard already of this being done in some 
instances ; and as far as it goes, such a transfer of securities 
will take the place of an export of bullion. But this may 
not be done to any great extent. The American banks may 
say, ‘we must have bullion,’ and the state of their accounts 
and the position of their liabilities to the public in relation 
to the reserve required by the American banking law, renders 
it not improbable that they may do this. Should this be the 
case, the demand on this account will fall on the reserve of 
the Bank of England. The probability, therefore, is of a 
further demand of bullion for export. In this case it is 
hardly likely that the present rate will be sufficient to main- 
tain the reserve at an adequate amount. The precedents in 
.recent years point in the direction of a further rise being 
needed. In 1872, a rise to five per cent. on October 3d was 
followed by one to six per cent. on October roth, culminating 
in seven per cent. on November goth. Jn 1873, a rise to six 
per cent. on October 14th, was only a temporary stage to a 
gradually ascending movement, which steadily went on to 
nine per cent. on November 7th of that year. In 1874 a rise 
to four per cent. on October 15th, was followed by five per 
cent. on November rgth, and six per cent. on November 3oth. 
The experiences of 1875 and 1876 scarcely assist us in this 
matter; but an analysis of the accounts of the Bank of 
England, in recent years, shows that there is a _ tendency 
rather to an efflux than an influx of money in the month of 
November as compared with October. In one respect, there 
is in all probability a great difference between the state of 
matters this year and last. The average bankers’ balances 
were, October, 1876, £ 15,637,000, and in November, 1876, 
£ 13,030,000. The amounts for the present year are not 
known, but it is hardly possible that they can reach anything 
like this sum. It is almost impossible yet to say whether 
the raising the rate to five per cent. will be sufficient to 
28 





434 THE BANKER’S MAGAZINE. [ December, 


prevent an efflux of bullion. The rate of exchange on France 
has slightly responded to the call—the rate on Germany has 
done so with a little more briskness. The fact that the Bank 
of England raised the price of the American ‘eagles’ which 
it held, a half-penny per ounce, has sufficed to cause a 
demand for those coins to be held over for the present. But 
the exchange with America may again decline to a point at 
which the export of ‘eagles’ even at the enhanced price, 
may prove profitable. At all events, the fact shows us the 
class of demands which are hanging over us; and it is well 
to bear these things in mind. The reserve of the Bank of 
England, we have continually to repeat, is the one available 
source of supply to meet any demand for ready money in the 
country, and a reserve of anything less than ten millions 
sterling, is a very small one for the Bank of England.” Our 
contemporary goes on to explain that, “sooner or later the 
raising the rate of discount by the bank invariably procures 
additional supplies of specie or bullion to be added to that 
reserve.” He very significantly adds, however, that the 
remedy requires some considerable time before it comes into 
full force “inasmuch as its action is slower than it used to 
be, because the influence of the Bank of England over the 
money market is less powerful than in times past.” 

Now what is the obvious deduction from all this? Is it 
not that, if any banker or merchant wants to forecast the 
movements of the money market he must take into the ac- 
count many. other considerations besides the supply and 
demand of loanable capital, and that, if he shuts his eyes to 
these facts he cannot grasp the monetary situation or fore- 
see the movements of the rate of interest in France, Ger-.- 
many, Holland, the United States, or wherever else his busi- 
ness may be? It will not facilitate his investigations or aid 
his business ventures to say that throughout the world the 
daily movements of the money market are subject to certain 
tidal currents which are controlled by the great laws of 
supply and demand, just as the ocean tides are controlled 
by the law of gravitation. For every day’s experience shows 
that in both cases the operation of the one controlling law 
is disturbed and obscured by various subordinate forces 
which are very diverse in different localities. The difficulty 
of investigating these causes should not deter us from the 
labor needful for observing and measuring them. It has 
been affirmed that, of the mercantile failures which have 
been so multiplied of late years, nearly one-third might have 
been wholly prevented if the insolvents had been more fa- 
miliar with monetary laws, and better able to foresee the 
approach of the financial squalls by which their richly 
freighted barks were wrecked. 

A second deduction is that besides the numerous subordi- 
nate causes which operate generally and disturb all the 
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money markets of Europe and of this country, there are two 
special causes which are peculiar to England and are just 
now disturbing the money market of London. The first 
arises from the fact that since the suspension of specie pay- 
ments in France, London has become, more than ever be- 
fore, the centre of the foreign exchange business and the 
clearing house for the whole commercial world. Hence the 
demand for specie to settle international balances is now 
more active than formerly and more difficult to control. In 
the next place the Bank of England has devised and made 
no new expedients for meeting this new demand for specie. 
And the need for such expedients is the greater from the 
fact that the export trade of England is now somewhat 
smaller than it was, and that her command over the foreign 
exchanges is thus made weaker and more precarious at the 
very time when it may be called on to act with its full force 
at short notice. 

Thirdly, it appears from the Zconomist that there is a dis- 
position on the part of the English banks to rely on the 
reserves of the Bank of England more than, under present 
circumstances, is desirable or safe. Everywhere else than in 
England it is an axiom so fundamental that nobody thinks 
of denying it, that every bank that receives deposits which 
it promises to pay on demand is under a public obligation 
to guarantee and support its promise, by keeping adequate 
reserves of actual cash in its own vaults. In London the 
singular theory has obtained “that the banks can escape in 
part from this fundamental obligation, inasmuch as the 
Bank of England is the only holder of the ultimate specie 
reserve for the banking system of Great Britain.’”’ More than 
ten years ago the writer endeavored to demonstrate by facts 
universally acknowledged that, if this theory were accepted, 
the Bank of England must adopt some new method of 
replenishing its specie reserves; and that it was. only just 
for the banks which profited by the reserve to bear a part 
of the expense of providing the coin and bullion. We con- 
tended that the large banks which do business around the 
Bank of England have no right to depend on that institu- 
tion for specie reserves in times of panic. In proving that 
the operation of the new theory was dangerous and that at 
some time or other it might become fatal, we showed that 
one of its evils was that the Joint-Stock Banks, whose aggre- 
gate of deposits was then seventy millions, and has since 
reached roo millions sterling, were encouraged to adopt a 
policy which, though profitable to themselves was mischievous 
to the community. For if these banks were allowed to keep 
a very small proportion of actual cash in their vaults, they 
must be wholly dependent upon the Bank of England to 
help them with its reserves when the money market became 
stringent, or when a panic was imminent, so that the evils 
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and the frequency of financial revulsions must be greatly 
enhanced. At the same time on various grounds this new 
theory was opposed by Mr. Hankey, and by a number of 
men of great experience as financiers and statesmen. But 
the banking interest was so strong, that both in Parliament 
and in,the press the principle was continually affirmed that 
the Bank of England must be regarded as holding the ulti- 
mate reserve for all the other banks of Great Britain. 

We believe the public attention was first directed specially 
to this theory soon after the Overend panic of 1866. The 
earliest mention of it which we remember was in the £cono- 
mist of 22nd September 1866, which gave a report of the 
annual meeting of the Bank of England, with an editorial 
article that began by saying that “the meeting of the bank 
shareholders just held might be considered to admit and 
recognize the fact that the Bank of England keeps the sole 
banking reserve of the country.” The article continues as 
follows: ‘“ We have often insisted that the Bank of Eng- 
land does keep the sole real reserve—the sole considerable 
unoccupied mass of cash in the country; but there has been 
no universal agreement about it. Great authorities have 
been unwilling to admit it. They have not, indeed, formally 
and explicitly contended against it. If they had, they must 
have pointed out some other great store of unused cash 
besides that at the bank, and they could not find such store. 
But they have attempted distinctions ;— have said that the 
doctrine that the Bank of England keeps the sole banking 
reserve of the country was ‘not a good way of putting it,’ 
was exaggerated, and was calculated to mislead. But the 
late meeting is a complete admission that such is the fact.” 
The doctrine set forth in this article, as Mr. Bagehot, the 
editor, acknowledges in his book Lombard Street, “was much 
disliked by many of the bank directors and especially by 
some whose opinion is of great authority. They thought 
that the Economist drew ‘rash deductions from the speech of 
the governor which was in itself’ open to some objection — 
which was, like all such speeches, defective in theoretical 
precision, and which was at best only the expression of an 
opinion by the governor of that day, which had not been 
authorized by the court of directors, which could not bind 
the bank.” 

Notwithstanding all argument against it, however, the new 
theory was upheld and triumphed, although its author him- 
self says, that in the first place “the bank has never by 
any corporate act or authorized utterance acknowledged the 
duty, and some of its directors deny it. Secondly, what is 
even more remarkable, no resolution of Parliament, no report 
of any committee of Parliament, no remembered speech of 
a responsible statesman, has assigned or enforced that duty 
on the bank; and thirdly, what is more remarkable still, 
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the distinct teaching of our highest authorities has often 
been that no public duty of any kind is imposed on the 
banking department of the bank; that for banking purposes, 
it is only a joint stock bank like any other bank; that its 
managers should look only to the interest of the proprietors 
and their dividends; that they are to manage as the London 
and Westminster Bank or the Union Bank managers.” Mr. 
Bagehot concludes by saying that “it seems exceedingly 
strange that so important a responsibility should be unim- 
posed, unacknowledged and denied.” And then proceeds to 
support it by several arguments which are based on the 
assumption that the “no reserve system” was established 
and was so firmly rooted that it must be accepted and could 
not be changed. 

As Mr. Bagehot’s new theory is likely to be given up 
before long, and the system founded upon it modified, it 
may be interesting to know that the vigorous opposition 
which it met on every side was well supported by some of 
the most eminent of the London bankers. In 1866 Mr. 
Hankey exposed its dangers as follows: “The Lconomist 
newspaper has put forth what in my opinion is the most 
mischievous doctrine ever broached in the monetary or bank- 
ing world in this country, viz., that it is the proper function 
of the Bank of England to keep money available at all times 
to supply the demands of bankers who have rendered their 
own assets unavailable. Until such a doctrine is repudi- 
ated by the banking interest, the difficulty of pursuing any 
sound principle of banking in London will be always very 
great. But I do not believe that such a doctrine as that 
bankers are justified in relying on the Bank of England to 
assist them in time of need is generally held by the 
bankers in London. I consider it to be the undoubted duty 
of the Bank of England to hold its banking deposits (reserv- 
ing generally about one-third in cash) in the most available 
securities; and in the event of a sudden pressure in the 
money market, by whatever circumstance it may be caused, 
to bear its full share of a drain on its resources. I am 
ready to admit, however, that a general opinion has long 
prevailed that the Bank of England ought to be prepared 
to do much more than this, though I confess my surprise at 
finding an advocate for such an opinion in the Zconomist. If 
it were practicable for the bank to retain money unem- 
ployed to meet such an emergency, it would be a very 
unwise thing to do so. But I contend that it is quite 
impracticable, and if it were possible, it would be most inex- 
pedient; and I can only express my regret that the bank, 
from a desire to do everything in its power to afford general 
assistance in times of banking or commercial distress, should 
ever have acted in a way to encourage such an opinion. 
The more the conduct of the affairs of the bank is made 
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to assimilate to the conduct of every other well-managed 
bank in the United Kingdom, the better for the bank, and 
the better for the country at large.” 

We need not pursue this dispute further. Enough has 
been said to show that the new theory has never been 
unanimously accepted, and has always been regarded by 
good authorities as full of danger. What these banks paid 
to the Bank of England or to the country as a considera- 
tion for the exceptionable privilege of holding deposits with- 
out adequate reserves has never been stated, nor have Mr. 
Hankey’s arguments against the theory been ever refuted or 
fairly met. To us it seems inevitable that, at no very distant 
time, the banks in London, like those of other great finan- 
cial centres, will have to depend upon themselves for the 
keeping of the proper amount of specie reserve to meet their 
liabilities. Had this beneficent policy been adopted, the 
movements of the Bank of England rate would not have 
been so numerous as they have been since the new theory 
has been in operation which has worked so much mischief. 
To illustrate the extent of the fluctuations in the rate of 
interest of the Bank of England since 1857, we give the sub- 
joined table: 

CHANGES IN THE BANK OF ENGLAND RATES, 1857-1876. 
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sustained, but that the rate of two, three, and four per cent. 
prevailed during about one-half of the whole period. In 
these and other facts we find reason to believe that the per- 
turbations were artificial, and that in proportion as_ the 
London joint stock banks hold their own reserve, and an 
improved method is adopted for replenishing the specie 
reserves of the Bank of England, the rates of discount will 
fluctuate much less frequently and less prejudicially to busi- 
ness than heretofore. An analysis of the evidence above 
adduced, shews that on many former occasions as now 
the rapid upward movements which have been made in the 
price of loanable capital in London have come from no 
excess in the demand for loans, but from other causes, 
some of which were artificial and preventable. The 
Bank of England has put up its rate of interest, not 
because the demand for money exceeds the supply, but 
simply because it is losing its specie reserve, and because 
gold is being shipped out of the country. The supply of 
idle money in London continues very abundant, and the 
demand is comparatively small. But there has been, from 
circumstances which should be carefully explored, in the 
history of the different periods, a drain of the precious 
metals from the vaults of the bank; and as the other banks 
in London do not feel bound to keep any considerable 
amount of specie reserve, but depend on that of the Bank 
of England, every movement in the level of the Bank 
reserve has been regarded with over-sensitive anxiety. For 
although the old expedient for checking such a drain by 
the advance of the rate of interest is no longer so efficient 
as it was, no better method has as yet been substituted. We 
need not remind the reader that except the other money 
markets of Europe respond, and advance their rates to the 
same level as the Bank of England, that institution must 
soon receive a large addition to its present over-abundant 
supplies of idle capital. For money, if it will command a 
better rate of interest in London, will assuredly flow thither 
in obedience to a law as irresistable as the law of gravita- 
tion. Indeed, the movement is being accelerated by the Bank 
which is borrowing on its consols. Whether this movement 
will turn the exchanges in favor of England remains to be 
seen. For the time it appears to have checked the flow of 
gold from the Bank of England; but if, as in 1866, it fails 
to turn the exchanges, a protracted period of financial anx- 
iety and monetary disturbance may occur in London. We 
think that it will be difficult, if not impossible, to keep up 
the rates of interest in England until they bring any con- 
siderable amount of gold through the exchanges into the 
vaults of the Bank. Hence, the probabilities seem rather in 
favor of some new expedient being adopted for the purpose. 
What the new measure will be, and how it will work, is one 
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of the most interesting monetary problems now offered to 
English economists and statesmen. In proportion as it is 
successful, this new method of attracting gold and of 
replenishing the banking reserves will not only remove or 
modify one of the most formidable of the anomalies i 
the loan market of Great Britain, but it will give us a 
fresh guarantee of no small value for the stability and ease 
of our own financial situation, during the critical period 
of the transition to specie payments. 


RESUMPTION OF SPECIE PAYMENTS. 


An article in the November-December number of the 
North American Review groups together the opinions of six 
well known writers on the metallic and paper sides of the 
important question. The positions assumed by them are sub- 
stantially as follows: 

Mr. Hucu McCuttocnu attributes all the great financial 
troubles of this country to an excess of paper money. The 
legal tender acts were comparatively innocuous while 
defended only as war measures. The repeal of the pro- 
vision for funding them into bonds, and the decision of the 
Supreme Court which made the notes legal tender for debts 
contracted before their creation, marked a change in public 
sentiment which foreboded evil. But the Supreme Court 
has never yet held that legal tender notes may be issued 
in time of peace. The Resumption Act was, at least, an 
inconsiderate measure. It pledged the nation to resumption 
of cash payments, January 1, 1879, but failed to provide the 
means of doing it. When it was passed there were 700 mil- 
lions of paper money afloat, and its volume has not been 
since materially reduced. Before the war the largest amount 
was 214 millions. It is not safe to calculate that there will 
be less than 600 millions outstanding on the day fixed for 
resumption, nor more than 130 millions of specie to resume 
with. So long as Europe holds six or seven hundred mil- 
lions of our securities, much gold cannot be drawn from 
that side by an excess of exports, since trade is necessarily 
a barter of commodities other than money. The Eastern 
war and its demands on us may stop at any moment, and 
with exports checked, our power to accumulate gold for 
resumption will be largely curtailed; for though rich in 
capacity to produce, the United States is not rich in accumu- 
lated wealth. Nevertheless, though a crude and ill-considered 
piece of legislation, the Resumption Act should not be repealed 
but strengthened. Contraction of the legal tender notes by 
funding into 4% per cent. bonds and the temporary issue of 
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gold notes to be held as a part of bank reserves are the aux- 
iliaries recommended. With these auxiliaries the gold pre- 
mium will be so reduced that the date of resumption may 
be postponed to January 1, 1880, without injury to public 
credit. Prices will not fall farther by contraction. They 
have reached bottom already, while paper money was so 
abundant that banks voluntarily surrendered their circulation. 
The metallic standard should be gold. England and Ger- 
many have decreed it, and France, Holland and Belgium 
are determined to follow their example. The United States 
must not surrender its share of the benefits of the best 
currency. The President and Secretary of the Treasury 
should speak out on this question.* 

Mr. WituiAMm D. KELLEy regrets that the space to which he 
is limited, “ permits but an imperfect statement of the facts 
which preclude the possibility of resuming specie payments 
at the time fixed by statute, and of the terrible but inevit- 
able.consequences of the relentless but ineffectual efforts of 
the Government in that direction.” Germany and the United 
States are prostrated in their industries because they disre- 
gard two primal laws: “1st, that it is labor that supports 
society and provides revenues for Government; and 2d, that 
market values, the world over, adjust themselves to the volume 
of money in use by the commercial nations at any given 
time.’’ France and Italy are prosperous, because they use 
gold, silver and irredeemable paper. Secretary McCulloch 
caused confidence to wither and capitalists to avoid new 
undertakings when, after the war, he announced his policy of 
conversion of the floating debt into long bonds, and contrac- 
tion of the currency and resumption through the agency of 
compound-interest notes. The Resumption Act was a party 
and parliamentary trick, against which the country had no 
time to protest. It decreed resumption not for Government 
alone but for all debtors, States, municipalities, corporations 
and citizens alike, and resumption in gold. If carried out, 
banks will be swamped by a run on their deposits. Where 
is the gold to come from? It cannot be drawn from Europe, 
since even in the case of the paltry fifteen millions due to us 
by the Geneva award, the Bank of England bullied us into 
foregoing payment in bullion according to the award, by 
threatening to close the London market to Federal bonds. 
The French example is our condemnation. With an abund- 
ant circulating medium, France has kept her industries active, 


* Certain propositions of Mr. McCulloch with reference to the standards seem to us too 
sweeping. It is by no means necessarily true that ‘‘a double standard means a silver stand- 
ard,”’ nor that “ ae adoption of it would make gold an article of commerce, and drive it 
out of the country.” If the double standard were adopted by the United States in concert 
with the principal European nations, even without England and Germany, there is high 
European authority, at least, for believing that that standard could be as well maintained as 
it has been for the last half century. Gold is now merchandise, and the remonetization of 
silver cannot make it more so, but may, if judiciously managed, make it money. Nor do 
the public discussions in either France, Belgium or Holland justify Mr. McCulloch’s other 
assertion, that these countries are committed to the gold standard. 
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and made profits with which to purchase bullion. In this 
country we have idleness, poverty, discontent, declining valu- 
ations of real estate, taxes paid out of principal and not out 
of profits—all these things being “the inevitable results of 
an attempt to reach specie payments by contracting a volume 
of legal tender which was in the main actively, legitimately 
and profitably employed.” “Do not our financial methods 
tend rather to repudiation than to resumption ?” 

Mr. Davip A. WELLS argues that the date of resumption 
having been fixed by law, is thus incorporated into the con- 
tract printed on the face of every note, which by law now 
reads as follows: “‘The United States will pay to bearer one 
dollar on the first day of January, 1879.’ He quotes the lan- 
guage of the Constitution that “ ‘the validity of the public debt 
of the United States, authorized by law, shall never be questioned.” 
Without a violation of his oath, therefore, no Congressman 
can vote to repeal the Resumption Act. But if resumption 
should be found to be financially impossible at the . date 
named, the legal tender notes, proprio vigore, would draw 
interest when overdue and unpaid. Such is the doctrine of 
the common law with regard to time-paper due and dis- 
honored. If, therefore, resumption cannot be effected on the 
1st of January, 1879, Congress should authorize the notes to 
be stamped, and bear current interest from the date of pre- 
sentation. This is funding, and the Resumption Act is there- 
fore potentially a funding act after January 1, 1879. But no 
default need in fact occur. The Secretary of the Treasury 
has ample powers, under the Act, to sell bonds bearing 4, 4% 
or 5 per cent. interest, and with the two latter classes above 
par, there would be no lack of means with which to make 
an effective resumption. The long road to specie payment 
is already nearly traversed, and the heat and the labor of 
the journey are substantially ended. On the morrow of 
resumption men will awake to find that they are neither 
ruined nor saved from ruin by it. The change to a better 
condition of things will not be instantaneous but it will be 
sure. 

Mr. THomAs EwincG denounces the Resumption Act as an 
insidious measure to deprive the people of greenbacks—the 
best paper currency they ever had, or ever will have. The 
Treasury will not need to accumulate much gold to resume 
with. “The amount of redemptions per day will no doubt 
be limited to one or two millions, which could be furnished 
by a patriotic Syndicate in exchange for nve per cent. bonds. 
In fact, the New York gold ring alone could supply the 
most of the coin needed.” The legal tenders wili thus be 
redeemed and destroyed, and our currency contracted over 
one-half. The banks cannot supply a paper currency redeem- 
able in gold. Specie payments cannot be maintained without 
a rapid reduction of our effective circulation to one-third or 
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one-fourth of its present volume, for the obvious reason that 
we have not got and cannot get the coin to redeem with. 
Situated as we are—“having not a third as much coin as 
any other great people; having three times as much paper 
money as was ever yet maintained redeemable in coin in any 
country, however rich in the precious metals; owing and 
expending more than any other nation, and therefore utterly 
unable to keep coin, if extracted from foreign markets— 
resumption can only be maintained, if at all, by an enor- 
mous contraction of our paper currency.” “The effect of the 
contraction will be to double, and probably treble or quad- 
ruple all debts and taxes, by shrinking in that proportion 
the value of everything with which money can be got to 
pay them.” “The fall of values consequent on this law has 
already nearly doubled all private debts, of which the aggre- 
gate is about $7,000,000,000 or three and a half times our 
National debt.” “This law enacts a robbery of debtors, tax- 
payers and laborers more gigantic than ever was perpe- 
trated by a conquering on a conquered people. It ought 
not to be and cannot be-executed.” “Let it forthwith be 
repealed.” “Let us issue legal tenders in place of bank 
notes, and with the new issue buy up and destroy a part 
of our bonds; open our mints again to the free and unlim- 
ited coinage of the old silver dollar; bring all our money to 
one par by making it all equal legal tender, except when 
otherwise provided by contract; and when our paper, silver, 
and gold dollars are of equal value, we need not fret about 
resumption of specie payments.” 

Mr. JosepH S. Ropes is of opinion that the real difficulty 
“lies not in the resumption of specie payments, but in the 
re-establishment of the specie standard,”—meaning that equi- 
librium in the prices of all commodities, which results from the 
constant measuring of each by an inflexible standard common 
to all—metallic money. The ups and downs in business, alter- 
nations of activity and depression, have been due to this 
cause, and have latterly diminished, not because of the small 
curtailment of the currency, but because actual ruin has, in 
most cases, put a stop even to alternations. It is most desir- 
able that the customary volume of money in a country— 
even of the best money, and of credit which takes the place 
of it—should not be suddenly changed. Germany is the 
victim of too rapid an enlargement of the credit circulation, 
based on the precious metals, just as the United States is by 
the excessive issue of circulating credit paper. Before the 
war, the coin and paper in circulation in this country did 
not exceed 250 millions, nor the bank deposits an equal sum. 
Adding fifty per cent. for increased population, and it may be 
possible to circulate $ 300,000,000 or $ 400,000,000 of coin and 
redeemable notes. There is no experience or analogy to 
justify the expectation of maintaining at par with coin 
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$ 200,000,000 more than that amount, and an equal excess of 
bank deposits. Mr. Ropes, therefore, thinks that the huge 
pile of gold which may be accumulated in the Treasury prior 
to January 1, 1879, will only be let loose to be scrambled for, 
and that a new suspension will inevitably follow the exhaus- 
tion of the supply. A net premium of one per cent. would 
be enough to empty the Bank of England, and with resump- 
tion in France, or a general war in Europe, the existing 
premium on gold might be considerably advanced and 
maintained till the date of resumption. His remedy is the 
old and homely: remedy of contraction which gradually and 
insensibly teaches business to operate with less money, and 
affects prices so slowly that the burden of their fall is widely 
distributed and lightly felt. 

Mr. SECRETARY SHERMAN reviews all the papers and closes 
the debate. He charges upon Judge Kelley and General 
Ewing the gross mistake of attributing to an act, which was 
not passed till 1875, the financial disasters which culminated 
in 1873, and the only real cause of which was the unparal- 
leled inflation of paper money and credits since the war. 
The Resumption Act was the remedy for these disasters, all of 
which had already happened, or were in the necessary train 
of events, and its practical results are among the chief causes 
of our present improved and improving financial condition. 
The war left us very much poorer than it found us, and 
when we should have contracted our currency and started 
again on a solid basis, we expanded our credit circulation, 
and ran into an insane career of debt-making, of which 
the only possible issue was bankruptcy. “It would be 
just as idle now to keep up this inflation with the hope 
of prosperity, as it would be to advise a drunkard to keep 
on drinking in the hope of reform.” “To attribute failures 
and distress to the Resumption Act instead of to depreciated 
paper, is like swearing at the doctor for causing pains in 
administering remedies for a raging fever.” ‘The experi- 
ment of further inflation to cure inflation was fairly, though 
illegally, tried by throwing into the maelstrom $26,000,000 
of United States notes that had been retired and cancelled.” 
The Resumption Act was the result of “a public sentiment 
which had crystalized in favor of some step towards the 
resumption of the specie standard.” The methods of resump- 
tion were not as clearly prescribed as they ought to have 
been, but ample and definite powers were conferred on the 
Secretary of the Treasury, and four years were given in 
which to accomplish the result. Specie payments can be, 
ought to be, and will be secured, if the law is not repealed 
by Congress. With the general propositions of Messrs. 
McCulloch and Ropes, the Secretary mostly agrees, but other 
methods of resumption than those provided by the act are 
not now in order. Congress has distinctly refused to con- 
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tract the greenbacks by funding, and what then is the use 
of wasting further ammunition on that plan? If the country 
were strongly agreed as to the policy of any resumption, its 
friends might safely differ as to the means; but with a bare 
majority, they should cling to the only plan which is likely 
to be opened to them, and combine to make it a success. 
The Secretary does not agree with General Ewing, that the 
entire volume of greenbacks is doomed by the Act of 
Resumption. He thinks $ 300,000,000 may safely be kept as 
a permanent currency, letting the ebb and flow of paper 
money fall upon bank notes. On the silver question, Mr. 
Sherman thinks that it “may be made a most essential aid 
to resumption 7f confined either in the amount or mode of issue, 
or in its legal-tender quality. If tssued without limit, upon the 
demand of a depositor of silver bullion, it is the substitution of a 
single silver standard, instead of the gold standard.” 


A QUERY—HAS CONGRESS THE RIGHT, UNDER 
THE CONSTITUTION, TO DEMONETIZE SILVER 
OR FOREIGN COIN? 


This question, if it be a question, is one of Constitutional 
construction, and may be considered calmly, without either 
heat or extravagance, without entering the arena of discus- 
sion as to the relative advantages of mono-metallism and 
bi-metallism, without accusing the one side of extortion or 
the other of dishonesty, and without dwelling upon the com- 
parative hazards of further inflation on the one hand or 
further contraction on the other. 

Turning to the Constitution as a guide, we find bearing 
upon the subject the following provisions: 

“Congress shall have power 
) To coin money, regulate the value thereof, and 
) Of foreign coin.” Art. 1, Sec. 8. 
“No States shall 
1) Coin money, or 
) Make any thing but gold and silver coin a tender 
in payment of debts.” Art. 1, Sec. to. 

These various provisions contain all that the Constitu- 
tion prescribes on this subject, and, as is evident, they are 
in pari materia, and are to be construed together.* Con- 
gress has thus the exclusive right to coin money. What 
is money? “Money,” at common law, is both gold and 
silver, and both gold and silver were legal tender at com- 
mon law at the time of the adoption of the Constitution. + 
It was not necessary, therefore, to authorize either Congress 

* 32 Wheat. 265. + Co Litt, 207; 2 Inst. 577. 





446 THE BANKER’S MAGAZINE. | December, 


or the States to make gold and silver legal tender, for they 
were legal tender already, but the prohibition to the States 
to make any thing else legal tender, recognizes them and 
confirms to them and both of them their previous legal- 
tender function. No power is expressly granted to Congress 
upon the subject of legal tender, hence any power which it 
may have must be derived by inference or implication from 
other powers which are expressly granted; on the other 
hand there is no prohibition to Congress as there is to the 
States limiting their power in this regard to gold and silver 
only, and hence is derived the authority to Congress to 
make some thing else besides gold and silver, viz: Treasury 
notes, legal tender. Gold and silver derive their legal-tender 
function not from Congress, nor even directly from the Con- 
Stitution, but from the immemorial common law recognized 
in this regard and sanctioned by the Constitution. This 
being the case, has Congress the right to take away from 
gold and silver, or either of them, this legal-tender function ? 
If it have the right to take it away from either, it would 
seem to have the same right as to the other, or as to both 
together. It would appear to be a startling proposition that 
we have no Constitutional money, that Congress could 
demonetize gold also, and this too, not only in a great pub- 
lic exigency and indirectly by introducing a paper currency, 
but at any time and directly by positive enactment. And 
yet, how can we legally distinguish between gold and silver 
in this respect, or between either and both? Is not this one 
of those inventions which may return to plague the inventors? 

The legal-tender cases, so-called, are obviously not to the 
point. They decide that Congress may give to a third thing, 
to-wit, Treasury notes, a legal-tender function, if necessary 
and proper to the exercise of other powers; but the question 
as to limiting or destroying the legal-tender function of 
the two things, to wit, gold and silver, that were legal 
tender already, was not before the Court. The question is, 
therefore, not whether Congress has the right, under certain 
circumstances, to make a third thing legal tender, because, 
in its legislative discretion it judges it to be necessary and 
proper to the effectual exercise of other undoubted powers, 
but whether it has the power to make that cease to be a 
legal tender which has always been a legal tender before, 
and which the Constitution expressly recognizes and affirms 
as such. If it have such power, where does it get it from ? 

The provisions of the Constitution giving power to Con- 
gress in this matter are, as we have seen, but two: 

(1) It may coin money, and may indeed omit to coin it, 
but that is all. It can hardly be argued that from the mere 
right to coin, can be derived the power to deprive it when 
coined, of what may be called its inherent quality as coin, 
viz: to circulate as currency and be a legal tender. 
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(2) It may regulate its value. But to displace it, to 
deprive it of its natural function as legal tender, is not to 
regulate but to destroy its value as money. The words 
“to regulate its value,’”’ as applied to money, had when the 
Constitution was adopted, and have now, a distjnct and 
obvious meaning, consistent with the other provisions upon 
the subject, namely, to prescribe its rate, but not to pro- 
hibit its use, or limit the amount at which it shall pass cur- 
rent. Having coined it and having regulated the rate at 
which when coined it shall be money and pass current, where 
does Congress get its authority to forbid its passing current 
at that rate as a legal tender to any amount? 

Like considerations apply to the case of foreign coin. 
The provision in the Constitution, included with the pro- 
vision as to native coin, is that Congress shall have power 
to “regulate the value” of foreign coin. It is not easy to 
see, and it has never been pointed out, how a distinction 
can be taken. It may also here be noted that this dele- 
gation of power to Congress in the matter of foreign coin is 
not in its terms exclusive, nor is a like power prohibited to 
the States, and it might perhaps be made a _ question 
whether, if Congress fails to exercise the power, the States 
would have any rights in the premises. At all events if 
the value of such coins is in any way regulated by Congress, 
can any reason be given why at that rate they are not 
recognized as money by the Constitution, and why they 
should not pass current as such and be a legal tender? 

The history of this legislation, as regards both native silver 
and foreign coin, is curious and should be better known. 
The Act of February 12, 1873, revising and amending the 
laws relative to the mints, assay offices and coinage of the 
United States, authorized (§ 47) the coinage of a trade dol- 
lar which was a new coin, and sundry other silver coins, and 
provided that “said coins shall be a legal tender at their 
nominal value for any amount not exceeding five dollars in 
one payment.” The Act also provided (§17) that no coins 
should thereafter be issued from ‘the mint other than those 
prescribed in that Act. The legal effect of the several pro- 
visions was, to enact that the silver thereafter coined should 
be a legal tender to the amount of five dollars and no 
more. But the U. S. Revised Statutes go further than the 
law they purport to revise, and provide generally (§ 3585), 
“The silver coins of the United States shall be a legal tender 
at their nominal value for any amount not exceeding five 
dollars in any one payment,” thus enlarging the scope of 
the Act of February 12, 1873, which is referred to in the mar- 
gin, and which it was intended only to revise, and covering 
the whole field of American silver, past, present and to 
come. 

So with regard to foreign coins. The Act of February 21 
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1857, repealed all former Acts authorizing the currency of 
foreign gold and silver coins and declaring the same a legal 
tender, thus leaving the matter of foreign coins without 
legislation in these respects, which omission the revisers, 
inadvertently perhaps, but without disclosing it as it would 
seem, undertook to supply and did supply in the following 
sweeping provision: ‘No foreign gold or silver coins shall 
be a legal tender in payment of debts.” U. S. Rev. Stat. 
§ 3584. : 
Suppose it should be held judicially (and there is some 
reason, and some authority for the position) that the Consti- 
tution intended that foreign coins should circulate as money— 
that it was not necessary for Congress to authorize their 
currency, but that upon their value being regulated, they 
became, at the regulated rates, money under the Constitu- 
tion without further authority from Congress. We should 
then find that their circulation was prohibited, not indeed 
by any specific Act of Congress, but by the Revised Statutes 
($ 3584), which undertook to go, and did in fact go fur- 
ther than the law they purported to revise. In both these 
cases, therefore, viz., as to silver and as to foreign coin, it 
would seem that the revisers changed the law they were 
appointed only to revise. It has not been generally under- 
stood that to “revise” all the Statutes in bulk means to 
alter and amend them, but if that be a correct construction, 


it may perhaps also be true, by some parity of reasoning, 
that to “regulate the value” of money means to displace 
it, by destroying its function as money. 


Lex ScRIPTA. 


THE U. S. MINT AT CARSON. 


This Mint was built under the supervision of Abraham Curry, a pioneer resi- 
dent of Carson City; and, after its completion in 1869, he was appointed 
Superintendent. In 1871 he resigned, and was succeeded by Henry F. Rice, 
of Carson, who remained in office until July 1st, 1873. Frank D. Hetrich then 
assumed the responsibilities of this Mint as Superintendent. His resignation 
was accepted September 8th, 1874; and James Crawford, the present incum- 
bent, appointed in his stead. 

The bullion, which is and has been operated upon in the Carson Mint, is 
principally the product of Nevada, and the bulk of it is derived from the Com- 
stock lode. For the past three years the Consolidated Virginia and California 
mines have stood foremost among the bullion-producing mines in this region. 
This Mint is only sixteen miles removed from the Comstock lode. 

The present officers of this Institution are : James Crawford, Superintendent ; 
Theo. R. Hofer, Chief Clerk ; Geo. W. Bryant, Melter and Refiner ; Wm. Penn 
Prescott, Assayer ; Levi Dagne, Coiner. 

The force of operatives and clerks is now eighty-one in number. 

The refining capacity of this Mint is 350,000 ounces, standard bullion, per 
month. The coining capacity, when running full, is per month in Trades, 
$ 200,000 ; in Halves, $150,000; in Quarters, $150,000 ; in Dimes, $ 100,000 ; 
and in Gold, $ 500,000 ; making a total of $ 1,100,000. 

With the present force, however, only forty per cent. of the above work can 
be executed. 





1877. ] THE NATURAL SUM OF THE NATION’S MONEY. 


THE NATURAL SUM OF THE NATION’S MONEY. 
BY CHARLES H. CARROLL, 


There are merchants who say that, in buying goods with a 
bank note or check drawn on a discount deposit they do the 
same thing in principle as in buying on a banker’s letter of 
credit. They are mistaken. The difference between the two 
instruments is world wide; it is the difference between a lie 
and the truth. The bank note or check is of course all 
right when used as an instrument to circulate the money 
behind it; the money so circulated being the final recom- 
pense in exchange, and as clearly the object of exchange-as 
any other commodity can be. The money is a value, the 
product of labor; the instrument is a won value. There can- 
not be two co-ordinate values embracing the same dollar; 
the same dollar cannot have two owners and employers at 
one and the same time; and if the instrument circulates as 
money without money behind it, 7. ¢, as a title to money 
where there is no money, it is virtually no better than a 
counterfeit note, which those who like it may circulate as an 
instrument or a medium of exchange, for it pays nothing, it 
is no more of a recompense than is the note of an indi- 
vidual given for a commodity purchased by himself. An 
uncovered note of a bank or of the Government, or an 
uncovered bank check, is therefore plainly a falsehood in the 
cash account; it is a matter of credit, an evidence of debt, 
under false pretenses and in the wrong place. 

On the contrary, a banker’s letter of credit is an honest 
paper—just what it pretends to be, an instrument of credit, 
as innocent of injury to commerce, as free from all power to 
degrade the value of money, or, what is the same thing, to 
raise prices, as is a merchant’s note or promise. It has 
nothing to do with the cash aecount. Nobody pretends to 
consider it money. 

The banker’s credit may be better known than _ the 
merchant’s, or it may be additional security; for a purchase, 
but in principle, and in its effect upon the market, the 
simple honest credit of the banker does not differ from the 
simple honest credit of the merchant. In either case the 
‘ credit or promise is a postponement of the use of money, 
and the effect upon the market, of more or less money, takes 
place at the maturity of the promise, when the money is 
called for; if then there is not money enough to go round 
prices fall, and accommodate themselves to the supply of 
money, in a natural and healthy manner. Or, if money is 
then abundant, and exceptionally easy of attainment, prices 
rise, until, by attracting imports and checking exports of 
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merchandise, the rate of exchange is brought to par and the 
value of money to an equilibrium with other markets. 

Just here let me say that I am not unaware of the doctrine 
of John Stuart Mill as to the influence of credit on prices, 
but I cannot accept it. Credit must flow in the money 
channel and pass for “cash” to influence prices, for price 
means money value, and when the price of a thing is not 
the equivalent of so much value in money, but is raised by 
credit, it is false, and both an injury to commerce and a loss 
of capital to the nation. 

The course of exchange is the consequence and the crite- 
rion of the relative value of money in different countries and 
cities. If, for example, it is distinctly, and for a period of 
activity in commerce, against New York and in favor of 
Lendon, it is because money is cheaper in exchange value in 
this country than in England; in other words, because gen- 
eral prices, reduced to weight for weight in gold, are higher 
here than in England; and, if the difference is sufficient to 
cover the cost of transporting specie, specie will be exported 
from New York to London, and merchandise in return will 
be imported into this country from England, or from some 
other country that will draw on this country for specie to be 
shipped to England. London, being the centre of the 
exchanges and Clearing House of commercial nations, it is 
sufficient for us to know that sterling exchange is effectually, 
not sporadically, against us to know that we have more cur- 
rency valued as money, than our capital can maintain in 
active circulation, and we must export the excess in specie. 
Conversely, if the course of exchange is effectually in favor 
of this country, as it was in 1861, it is because money is 
worth more here than elsewhere; which means that we have, 
as valued in gold, less currency in active circulation relatively 
to capital, and consequently lower general prices, weight for 
weight in gold, than other countries. We must import specie 
and export merchandise accordingly. There is nothing in all 
this but the movement of a commodity cheaply transported, 
an object of exchange, which goes where it is worth the 
most ; that commodity being money—gold and silver bullion— 
coveted the wide world over as the universal equivalent of 
value in exchange, and therefore moving more promptly and 
with less change of value than any other commodity. The 
“balance of trade” is, or ought to be, the balance of 
profits in an excess of the value of imports over exports. 

We may print or inscribe reams and tons of paper with 
promises, and circulate them in notes or checks as money— 
they will only degrade the value of money and displace so 
much capital in gold and silver bullion, without compensa- 
tion, as they can be converted into, beyond the natural 
volume of money; they will serve to transact only so much 
the less business as there is the less capital to work with. 
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As mediums or instruments of exchange they will raise price 
without va/ue, and come at last to a valuation in gold for as 
much gold as can be had for them. They must respond to 
the value of 23.22 grains Troy weight of pure gold to the 
dollar, though it may take a bushel of them to cammand a 
dollar of gold in exchange, or they will not circulate. 

Judge Kelly and his greenback disciples ought to know 
this from the colonial and _ revolutionary history of this 
eountry; from the experience of France with John Law’s 
bank and Mississippi scheme, and afterwards with the assig- 
nats and mandats; from the recent experience of the Con- 
federate States, from the history of “paper money” every- 
where else, and finally from our own present experience. Judge 
Kelly ought to know that the nation is without capital so far 
as it is without money, that is to say, so far as Government 
debt or any other debt takes the place of money, and that 
we can no more escape a gold valuation by circulating 
greenbacks than he can escape the atmospheric air by going 
to the clouds in a balloon. Commerce takes care of this; it 
is not an affair of government. “Commerce is simply the 
exchange of commodities;”’ this is a truism of political econ- 
omy, and the absence of the commodity money is so much 
abstracted from the means of doing business. No other com- 
modity increases business so much and so satisfactorily as 
money, for the reason that no other commodity, as a com- 
modity, that is, as a thing to buy and sell, is so universally 
desired. And money, besides being a most valuable material 
of commerce, is its governor and regulator, like the instru- 
ment which governs the movement of an engine by regulating 
the supply of steam automatically as a part of the machine 
itself. 

Here, as far as it goes, that is, omitting the resulting loss, 
is the true paper money doctrine laid down by the senior 
President Adams: 

“A certain sum of money is necessary to circulate among 
society, in order to carry on their business. This precise sum 
is discoverable by calculation, and reducible to certainty. 
You may emit paper money or any other currency, for this 
purpose, until you reach this fule, and it will not depreciate. 
After you reach this rule it will depreciate, and no power or 
act of legislation hitherto invented can prevent it. In the 
case of paper, if you go on emitting forever, the whole mass 
will be worth no more than that which was emitted within 
the rule.” 

During a long experience in business, and careful study 
of the money question, I have been in the habit of estimat- 
ing the currency in relation to population as the only known 
quantity on which a calculation can be based. With singu- 
lar uniformity, before the financial operations for the war in 
1861 threw all calculations into confusion, I found $20 per 
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head to be the turning point of the course of exchange; 
hence, I came to the conclusion that the relations of capital 
and population were such that $20 fer capita was the extreme 
normal proportion of money, as the circulating equivalent, to 
the capital of the country. But this was during a period 
of usual and uniform increase of population. The following 
is the calculation of the currency that I made nearest to 
January 1, 1861: 
I SN WR CI ich cincncsddinncctaniianaatcceees $ 202,005, 767 
‘* current deposits, as reported 257,229,562 
‘* balances due to banks 61,275,256 
‘* current deposits in California, estimated 8,663,922 
——_———  $ 529, 174,507 
Deduct. 
Specie in banks, as reported $ 87,674,507 
Specie reserve in California banks, estimated 3,500,000 91,174,507 


Currency of bank debt, net $ 438,000,000 
Add. 
Specie in banks as above $ 91,174,507 
‘¢ hands of the people and in the Government 
Treasury, say 108,825,493 


Currency of money.........000+ soccececcceee 200,000,000 
Counterfeit, probably 2,000,000 


Total currency $ 640,000,000 


Of the California currency there were no returns. Assum- 
ing the ratio of capital to population to be the same in Cali- 
fornia as in the other States collectively, her currency must 
have been in the same ratio, ze, $20 per head. The large 
amounts of bullion deposited in the banks of San Francisco, 
waiting distribution, not having entered into circulation, can- 
not be reckoned as currency any more than the gold and 
silver in the mines. 

If the rate of increase of population from 1840 to 1860 had 
continued, the aggregate population of the United States 
would be at the present time 48,000,000; but according to 
the census of 1870, that rate—say 3% per cent. per annum— 
has not been maintained, while it is obvious that the rate of 
increase of capital has advanced. Such vast resources in 
abundant crops, mechanic and mining products, and circu- 
lating and fixed capital of every sort, in relation to popula- 
tion, the nation never before possessed. Capital being thus 
increased out of proportion to population, it follows that the 
due proportion of money per capita must have advanced; 
how much is somewhat conjectural, but if we assume the 
extreme number, 45,000,000 for population, and say, $223 per 
head for money, we should have the sum of $1,000,000,000, 
which is the utmost weight of gold and silver, in my Opinion, 
that the capital of the nation can or could maintain, if we 
had it, in an average activity of circulation. In dull times 
we could, perhaps, hold more. 
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It must be understood that a dollar is a weight of metal, 
and, our standard being gold, it is 25.8 grains, an unequal 
fraction of a troy ounce of gold nine-tenths fine, or so much 
weight of silver as is equivalent in value to 25.8 grains of 
gold. So far as silver is over-valued in coinage, it is a 
token currency and not money; but silver bullion, coined 
or uncoined, is always money for its marketable worth in 
pure gold, and gold bullion is always money for its mar- 
ketable worth in pure silver. A nation may choose its 
standard of gold or silver, and have its currency of either 
metal, or of paper, but it cannot “demonetize” money. 
Hence I look upon the words “ demonetize” and “remone- 
tize,”” so commonly used of late, as barbarisms. 

Our population at the beginning of 1861 was 32,000,000, 
and the currency averaged $20 per head. During the fiscal 
year ending June 30, 1860, the exchanges were generally 
unfavorable, and the export of specie was larger than in 
any other year before or since; but, late in 1860 and early 
in 1861, the commercial failures, anticipating the rebellion, 
diminished the currency rapidly by largely annihilating bank 
deposits, turned the course of exchange strongly in favor 
of the country, stimulated and maintained a _ continued 
import of specie, until Secretary Chase’s operations in demand 
notes, and, with the banks, by discounting Government bonds 
into supposititious dollars, expanded the currency again, 
brought about an adverse course of exchange, and a demand 
upon the banks to pay their imaginary dollars in money 
for export, which of course they could not meet, and they 
stopped payment in December, 1861. 

I estimate the currency now as follows, being careful to 
avoid duplicating in the liabilities any portion of either 
item : 

Demand debt of the National banks in notes, current deposits, 
and balances due to banks, net $ 850,000,000 
Demand debt of the State banks in current deposits and 


balances, net 
Government demand notes 


EGER CURIORON 1. sscansscocssscensssciscccsesssasnossatease PeOe Roce POP eee $ 1, 500,000,000 


The vast amount of indebtedness and the complication 
of embarrassment necessary to make and maintain this cur- 
rency, with the small proportion of money which is the only 
regulator of exchange value, have so disorganized capital 
and demoralized the exchanges that industry and trade 
have languished, and the currency has not had an average 
activity of circulation. It is as if a considerable portion of 
it were hoarded. General prices, therefore, do not corre- 
spond with the inflation; although still too high, especially 
for provisions and many of the commonest necessaries of 
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life, they are not nearly so high as they would be if so 
much currency could be brought into active circulation. 
But the currency would become surprisingly active at once 
in a demand for money if gold could be had for the bank 
and Government debt in it at par, and money would pour 
out of the country under an adverse course of exchange 
until another suspension, which would not be many weeks 
or days behind the resumption. 

I believe that $ 500,000,000 of this currency must be con- 
tracted before a paper currency can be kept in circulation 
at par with gold; that is to say, the currency must 
be diminished to the natural money volume, which I believe 
to be $1,c00,000,000, unless Government chooses to tax out 
of existence the bank currency, prospectively, and meantime 
maintain two separate currencies, one of paper and the 
other of gold and silver, which in my opinion would be 
the best plan as well for the benefit of banking as of all 
other business. Probably no business has suffered more of 
late, and is still suffering, than banking. More than any 
other that business requires the presence and the regulating 
power of capital in money. 

Resumption is not a question of the premium on gold, 
for that is merely the relation between the real and the 
fictitious dollar, both of which are degraded by the “ paper 
money,” but of the value of money in average prices. The 
value of money must rise in a fall of prices to the level 
of the earlier part of the year 1861, and effectually secure 
a favorable course of exchange, before a resumption of 
money payments can be successfully accomplished. 

Now it is being continually dinned into the public ear 
by unpracticed thinkers on the subject, that specie payments 
are near in proportion to the reduction of the premium on 
gold, and that resumption can only cause a fall of three 
per cent. in general prices, because three per cent. happens 
to be the gold premium at the present moment. This 
does not follow. The same mistake was made in England 
by the economist Ricardo when resumption was under con- 
sideration there and the gold premium had fallen to three 
per cent. about the year 1817. Ricardo was then the most 
influential adviser of the Government and of the Bank of 
England. “Resumption,” he said, “is only a question of 
three per cent. in the fall of prices;” but the fall was more 
than thirty per cent., as is shown in lists and quotations of 
prices by Doubleday in his Financial History of England ;* and 
we must expect a similar fall of prices to take place here 
from the same cause if we ever reach specie payments again. 
It is because money is degraded below its normal value in 
high prices without regard to the paper price of gold. 

The so-called Restriction Act of Parliament, which was the 
legal authority for the action of the bank, limited the period 


* See note on opposite page. 
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of suspension; but it had to be renewed and extended over 
and over again until 1819, when Peel’s bill granted four 
years for resumption. Meanwhile the bank went on turning 
the screw of contraction, which had already, from 1814, broken 
hundreds of country banks, until 1821, when the gold pre- 
mium, which had ranged from 23% to five per cent. for four 
years, being wiped out, and the course of exchange effectu- 
ally turned in favor of England, resumption was accom- 
plished without waiting for the maturity of the Act. The 
Restriction Act really amounted to nothing in this case; it 
was like instructing or commanding a man to die when his 
breath and brains were out. The bank paid specie as 
long as it could till February, 1797, when that Act was 
passed, and it made the conditions by contraction which 
enabled it to pay specie again in May, 1821. 

So must it be here. The Resumption Act of 1875 amounts 
to nothing. The leading banks of the three cities, Boston, 
New York and Philadelphia, which chiefly caused the suspen- 
sion by discounting for Secretary Chase Government bonds 
out of themselves into one hundred and fifty millions of 
supposititious dollars in 1861, must make the conditions for 
resumption by contraction, as they made the suspension, by 
expansion. We must simply retrace our steps. 

The greenbacks had nothing to do with the suspension ; 
not a dollar of them was issued till four months after that 
event, and their redemption and destruction now, if practi- 
cable, would only cause the banks to fail for want of green- 
backs as they have already failed for want of gold and silver. 
The old demand-notes of the Government for $50,000,000, 
issued in 1861, were the only element in the cause of sus- 
pension except the bank debt; they are now out of the way, 
and the whole power to bring about resumption lies in the 
strong creditor banks of the three cities which hold a rela- 
tion to the other banks of the United States, similar to that 


* DOUBLEDAY’S LIST AND QUOTATIONS OF PRICES. 
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of the Bank of England to the other banks of the United 
Kingdom. 

It is marvelous and unaccountable that the methods of 
science should be so utterly neglected in the treatment of 
the money question as they are in the present financial crisis. 
What is science but experience classified and recorded? We 
may know from the experience of England what we must do 
to resume money payments, if we are to maintain the English 
system of an uncovered currency of bank debt. Clearly it is 
to offset the bank demand debt against the bank loans until 
the inter-changeable liabilities of the banks and the Govern- 
ment with the coin and bullion in circulation are contracted 
to the natural amount which we should have in real money 
without any other currency. As I have said, I believe this 
amount to be approximately $ 1,000,000,000. 


THE TAXATION OF BANKING CAPITAL. 


[ FROM THE REPORT OF THE COMPTROLLER OF THE CURRENCY. ] 


The Internal Revenue Law of July 1, 1862, imposed taxes 
upon almost the entire property and products of the country. 
The amount of Internal Revenue collected during the fiscal 
year ending June 30, 1866, was nearly $310,000,000. The 
act of July 13th of that year largely reduced this amount 
and a still further reduction was effected by the legislation 
of the following years, which exempted from taxation all 
manufactures and products except gas, spirits, tobacco and 
fermented liquors. The entire Internal Revenue is now de- 
rived from taxes upon the three last-mentioned articles, upon 
such articles as require the use of proprietary stamps, and 
upon bank deposits, capital, circulation and checks. It is 
difficult to understand why the tax upon the deposits of the 
banks—which tax, like the others, was essentially a war tax, 
was not repealed at the same time, unless because of an 
unjust prejudice against banks which is peculiar to this 
country, and which is traceable to the large losses heretofore 
sustained by the people upon bank currency formerly issued 
under the authority of injudicious laws of many of the 
States. 

The London Bankers’ Magazine for April, 1877, in comment- 
ing upon this subject, says:—“It is easy to understand how, 
in the midst of that terrible struggle for existence which 
racked for a time every joint and sinew of National life 
almost past endurance, the Government of the United States 
felt compelled to seize hold of every and any available basis 
for taxation, and hence fixed on the easily reached resources 
of the banks as a most valuable source of supply. But now 
that those dangers are happily passed, no adequate reason 
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can be given for such an impost. There is nothing which 
conduces more to the prosperity of a country than a sound 
system of banking; and besides good management, which is 
of course understood, nothing is more essential to sound 
banking than sufficient and ample capital—capital large 
enough to enable depositors to feel they may rest on it in 
safety; and any measure which imperils the growth of bank- 
ing capital for the sake of the taxes which may be levied 
on it, is indeed short-sighted.” 

The deposits of the banks, which at present amount to 
neatly 2,000 millions of dollars, as may be seen by reference to 
another page, are considerably more than twice the whole 
amount of the paper currency and coin in the country. 
They are not money, but merely represent commodities 
which, to a large extent, are not subjected to national taxa- 
tion. The wheat and flour which are shipped from Minne- 
sota to the East are taxed in the banks of St. Paul if their 
avails are represented by a bill of exchange upon Chicago. 
If the same commodities are re-shipped from Chicago to 
New York, a tax is again imposed in the former city upon 
their representative bill of exchange, and again in New York 
when they are exported to a foreign market. The same is 
true of the avails of cotton shipped from the South, and of 
manufactures sent from the New England and other States. 

According to the Treasury regulations, deductions of 
amounts re-deposited, are not allowable in estimating the 
taxable deposits. The individual and bank deposits of every 
bank must therefore be returned without allowance of such 
moneys as are deposited by any one bank with its corre- 
spondents. A temporary resident in Florida draws his check 
against his deposit in Boston, which is already subjected to 
taxation. The Bank at Jacksonville transmits the check to 
Savannah, the Savannah bank to Philadelphia, the Phila- 
delphia banker to New York, and the New York banker to 
Boston where the check is collected. Under the regulations 
referred to this check, which is not money, but which 
represents the amount on deposit in Boston, is subject to 
tax five different times while in transit. 

State laws generally authorize the indebtedness of indi- 
viduals to be deducted from personal property returned 
for the purposes of taxation; but the tax on deposits is, on 
the contrary, a tax upon the indebtedness of the banks, and 
not only upon their indebtedness to private individuals and 
corporations, but, in the case of disbursing officers of the 
United States, to the Government itself. The banks, there- 
fore, pay a tax not only upon their capital but upon what they 
owe. The law requires that the banks shall keep on hand, 
as a permanent reserve fund, from fifteen to twenty-five per 
cent. of their deposits; and these reserves, which are held 
without profit to the banks and solely for the security of 
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their bill-holders and depositors, are also subjected to a tax. 
The injustice of such a tax would seem to be apparent. 

The losses of the banks have been unprecedentedly large 
since the panic of 1873. Many of them have paid no divi- 
dends, and others have frequently paid dividends from surplus, 
which fund the law contemplates shall be held as a reserve 
fund for the protection of depositors and dealers. 

The banks are not a monopoly, nor is their stock very 
largely held by the rich men of the country; but it is dis- 
tributed quite generally among people of moderate means, 
who need for their support regular dividends upon the 
small amounts of stock which represent their accumulated 
earnings. This fact may be seen by reference to the care- 
fully prepared tables on this subject, given in my last annual 
report, where it appears that the number of shareholders 
of the National banks was then 208,486, and that the aver- 
age amount of stock held by each shareholder was but about 
$3,100. More than one-half of these shareholders held each 
but ten shares ($1,000) or less; while the entire number 
holding more than too shares each was but 10,851, or only 
about one-twentieth part of the whole number of sharehold- 
ers, and of these but 767 held more than 500 shares each. 

The resources of the banks are reported regularly to the 
Comptroller, in sworn statements, and are published in the 
newspapers of nearly every village in the country. They are 
also presented annually in the report of the Comptroller, 
and are therefore accessible to the assessors of every town; 
so that the banks can neither evade taxation, deceive the 
authorities, nor resort to any of the devices which other cor- 
porations, and many private individuals, practice with great 
success. The banks thus pay a large percentage of the tax- 
ation which should, in justice, be imposed upon other capital, 
but which they cannot evade unless they diminish their capi- 
tal or surrender their business. 

The only plausible reason given for continuing the tax 
upon the banks is that they enjoy special privileges. But 
the only real privilege which they possess is that of issuing 
circulation, and even that is not a restricted privilege, but is 
one open to all who see fit to engage in the business of 
banking. Moreover, the profit upon circulation does not, 
under the most favorable circumstances, exceed two and one- 
half per cent., and, if issued upon four per cent. bonds, does 
not exceed one and one-half per cent. That it is not a 
great source of income is evidenced by the fact that the 
banks have, since the passage of the Act of February 14, 
1875, voluntarily reduced their circulation from $ 354,000,000 
to about $ 300,000,000. The State taxes have increased to 
such an extent in recent years that, in many of the cities, 
they alone are equal to two, and sometimes even three per 
cent. of the capital of the banks; and instances are known 
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where these institutions pay four-fifths of the entire personal 
taxes of the community in which they are located. The 
State taxation upon National banks, as will be seen by refer- 
ence to the tables accompanying this report, is also oppres- 
sive because of the unjust system of valuation which pre- 
vails in almost every State. 

For instance, the State assessors of New York, in their 
report for 1873, say: “ We are satisfied that less than fifteen 
per cent. of the personal property of the State, liable to tax- 
ation, finds a place on the rolls of the assessor, and of 
mortgages not even five per cent. . . The amount of per- 
sonal property assessed in some of the counties is less than 
the banking capital, and the same is true of thirty towns 
and cities, among which are some of the most prosperous in 
the State.” In their report for 1876, the total personal estate 
in the State of New York was returned at $ 379,488,140, and 
of the City of New York at $218,626,178. The bank assess- 
ment in that city for the same year was $85,145,116. The 
banks of the city, therefore, paid nearly one-fourth of the 
personal tax of the whole State, and nearly forty per cent. 
of the personal tax of the city. The Supreme Court of the 
United States, in the case of the Gallatin National Bank vs. 
The Commissioners of Taxes, decided that the shares of 
National banks should be assessed at their full and true 
value, without regard to their par value. The New York 
assessors had said that shares of bank stock in that State 
were then assessed to a greater extent than any other kind 
of personal property, but, under the Supreme Court decision, 
the assessment of the banks in New York City, for 1876, was 
increased $11,754,127. The assessment for that year of the 
personal property in the whole State, was also subsequently 
increased, but the entire increase, exclusive of the more than 
eleven millions added to the assessment of New York City 
bank stock, was but $9,758,758; and it is probable that even 
this amount was very largely composed of increasea assess- 
ments on the stock of the banks outside of the city. 

The Commissioners of Taxes and Assessments for the City 
of New York, in their report of June 30, 1877, say: “It is 
unnecessary to re-assert at any length the fact, so often stated 
in previous reports, that the personal property actually 
assessed in the city and State of New York is small com- 
pared with the actual possessions of their citizens, and that 
the assessments represent rather the meagre provisions of 
the law than the wealth of the State. . . The practical 
effect of the present law is to exempt foreign banking capital 
used here, and to tax domestic banking capital.” 

They report the total assessments on personal property in 
the city, for the year 1875, at $217,300,154, of which 
$73,390,989 was upon bank stock; total assessments for 
1876, $218,626,179, of which $85,145,117 was upon bank 
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stock; total assessments for 1877, $206,028,160, of which 
$73,614,274 was upon bank stock. The number of persons 
assessed, other than bank shareholders in 1875, was 8,920; in 
1876, 9,233; in 1877, 10,519. The number of shareholders of 
banks assessed upon their stock, was, in 1875, 25,236; in 1876, 
25,698 ; in 1877, 24,649. The reduction of the number of 
shareholders, and of the assessment upon banks, in 1877, was 
due to the reduction of capital and surplus caused by 
excessive taxation. 

The capital and surplus of fire and marine insurance com- 
panies in New York was, in 1874, $58,670,000, but they were 
assessed at less than $7,000,000. The total capital of incor- 
porated companies and associations was estimated in 1871, 
Dy a commission appointed by the Governor, at $ 856,500,000, 
exclusive of surplus and undivided profits. The total assess- 
ment of these associations in 1874 was only $ 130,000,000, 
of which the banks in New York City alone paid seventy- 
three per cent. If the capital of other associations were 
assessed, like bank stock, at its true value, the proportional 
assessment of the banks would be but eleven per cent. of 
the whole, instead of seventy-three per cent., as at present. 

By a decision of the Court of Appeals of the State of 
New York, foreign capital transmitted to that State, to be 
loaned and employed in business, is exempt from taxation. 
A National bank, with a capital of $4,000,000, paid taxes in 
1876 amounting to $200,000, or at the rate of five per cent. 
on its capital, while a foreign agency, employing an equal 
amount of capital, paid nothing. 

Ten banks in a city in the State of New York, having a 
population of 46,000, pay a tax upon $2,750,ooo—which is 
more than their aggregate capital; while the aggregate per- 
sonal property of all other corporations and individuals in 
the city, the true value of which is estimated at fifteen mil- 
lions, is assessed at but $990,000. The bank shareholders of 
that city numbering 924, of whom more than one-third are 
women, each hold an average of $3,000 of stock. It is esti- 
mated that there are at least 3,000 other persons in that city 
each of whom possesses personal property amounting to 
$3,000. These persons either escape taxation altogether, or 
are taxed upon a valuation not exceeding $300 each. The 
holders of bank stock in that city, therefore pay a tax at least 
ten times greater than that of the holders of stock in other cor- 
porations. The banks in other cities and States are subjected 
to similar injustice. Even were the United States taxes to! 
repealed the banks would still be subject to a tax at least 
twice as great as that imposed previous to the year 1862. 
The elaborate tables which are herewith presented furnish 
convincing evidence in favor of the repeal of the law impos- 
ing the tax upon capital and deposits. 

The prayer for this repeal proceeds not alone from 
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the officers and shareholders of the banks. The most 
urgent appeals to Congress are from Chambers of Commerce 
and Boards of Trade in the principal cities of the Union. 
The following extract from the petition of the Chamber of 
Commerce of the City of New York, which represents not 
only the commercial and business interests of that city, but 
also to a large extent the public sentiment of the business 
men of the country, declares :—“That war taxes, both heavy 
and unequal in their burden, are imposed on the National 
banks, State banks, Savings banks and private bankers of 
this country, which taxes have been for several years pro- 
ductive of great commercial injury; that in no other 
country are such taxes incurred by the business of banking, 
and that the exigency having passed away, the war taxes 
can be taken off without any sacrifice to the Treasury, at 
all commensurate. with the benefits which will result to the 
agricultural, financial, commercial and industrial pursuits of 
the country. That the continuance of this onerous and dis- 
criminating taxation on banking capital is rapidly with- 
drawing it from that business, leaving the commerce and 
industries of the country ill prepared to meet a long-hoped 
for returning tide of prosperity. That a persistance in this 
unequal and special tax can lead to but one result, and 
that is to prolong the present period of depression and in- 
activity.” 

The London Zconomist, a high and impartial authority, in 
discussing the last report of the Comptroller, says :—“ Now 
there may be some difference of opinion amongst economists 
as to the expediency and equity of a tax upon the circula- 
tion of the banks, the right of note issue being a privilege 
conferred by the State, from which the banks deserve a profit. 
But there can be no question whatever as to the injustice 
and injurious nature of the other forms of Government 
taxation. The Comptroller points out that the amount of 
tax to which the National banks are subject is much greater 
than that imposed on any other capital in the country, and 
it is precisely in such a case as this, where taxes are imposed 
upon the accumulated savings of the country gathered together 
into stores available and necessary for the conduct and devel- 
opment of its commerce, that taxing of capital engaged in trade 
assumes 7¢s most pernicious aspect.” 

The following table exhibits the amount of taxes paid by 
the National banks to the United States, yearly, from the 
organization of the system to June 30, 1877—the rate of taxa- 
tion being one per cent. annually upon the average amount 
of notes in circulation, one-half of one per cent. annually 
upon the average amount of deposits, and a like rate upon 
the average amount of capital stock not invested in U. S. 
bonds : 
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Year. 


1864 
1865 
1866 
1867 
1868 
1869 
1870 
1871 
1872 
1873 
1874 
1875 
1876 
1877 


On Circulation. 


$ 53,096.97 

733,247 -59 
2, 106,785.30 
2, 868,636.78 
2,946, 343.07 
2,957,416.73 
2,949; 744.13 
2,987,021 .69 
3 193,570.03 
39353, 186.13 
3,404, 483.11 
3» 283,405 .89 
3,091, 795.76 
2,899,057 .09 
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On Deposits. 

$95,311.25 
1,087, 530.86 
2,633, 102.77 
2,650, 180.07 
2, 564,143.44 
2,614,553-58 
2,614, 767.61 
2, 802,840.85 
3, 120,984.37 
3,196, 569.29 
3, 209,967.72 
31514, 310.39 
31505, 129.64 
3445»252.74 


On Capital, 
$ 18,402.23 
133,251.15 
406,947.74 
321,881.36 
306, 781.67 
312,918.68 
375,962.26 
385,292.13 
389, 356.27 
454,891.51 
469,048.02 
507,417.76 
632,396.16 
654,635.96 
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Aggregate, 
$ 167,310.45 
1,954,029 .60 
5.146, 835.81 
5, 840,698.21 
5,817,268. 18 
5,884, 888.99 
5:940,474.00 
6, 175,154.67 
6, 703,910.67 
7004, 646.93 
7,083, 498.85 
72395, 134-04 
7,229, 321.56 
6,998,926.79 


Totals .$ 36,829,762.10 .$37,043,320.12 .$ 5,398, 123.68 . 8 79,271,205 .90 


The amounts collected during the same period by the 


Commissioner of Internal Revenue, from State banks and 
private bankers, was as follows: 


Totals. 


ae 837,719.82 
4,940,870.90 
31463, 988.05 
2,046, 562.46 
1,866,745 .55 
2,196,054.17 
3,020,083 .61 
3,644,241 .53 
4,628,229.14 
3>771,031 .46 
916,878.15 3,387, 160.67 

1,102,241.58 .  4,097,248.12 
989,219.61 .  4,006,698.03 
927,661.24 3,829, 729.33 


$ 47,736, 362.84 


On Deposits. 
$ 780, 723.52 
2,043,841 .08 
2,099,635 -83 
1,355,395 -98 
1,438, 512.77 
1,734,417 63 
2,177,570.46 
2, 702,196.84 
3,643, 251.71 
3,009, 302.79 
2,453, 544-26 
2,972, 260.27 
2,999, 530-75 
2,896, 637-93 


On Circulation, On Capital. 


$ 2,056,996. 30 
1,993,661 .38, 
990, 278. 

1867 214,298. 

1868 . 28,669. 

1869 16,565. 

1870 . 15,419. 

1871. 22,781. 

1872 8,919. 

1873 24,778. 

1874 16,738. 

1875 22,746. 

1876 17,947.67 . 

1877 5,430.16 . 


Aggregates $ 5,435,232.59 $ 32,306,827.82 


Years. 
1864 
1865 
1866 


$ 903, 367.98 
374,074.11 
476,867.73 
399; 562.90 
445,071.49 
827,087.21 
919,262.77 
976,057.61 
736,950.05 


$ 9,994, 302.43 


From the above tables it will be seen that the total 
amount collected from the National banks, State banks and 
private bankers during the last year, was $ 10,847,763.27 ; 
and from the date of the imposition of the tax to the present 
time, $127,007,568.74. The total amount of tax upon cir- 
culation paid by the National banks to July 1, 1877, was 
$ 36,829,762.10 ; while the whole expense of this Office from 
its organization to the same date was $4,308,270.34; which, 
under Section 5,173 of the Revised Statutes, is payable out of 
the proceeds of this tax. The tax upon the National banks 
has, from the commencement, been collected without expense 
to the Government. 

The Comptroller, in August last, issued a circular addressed 
to the National banks, requesting them to report the taxes 
paid by them under State and municipal laws for the year 
1876, and in reply has received returns from all the banks 
continuously in operation throughout the year—z,046 in num- 
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ber, having an aggregate capital of $ 488,272,782. From these 
reports, and from the returns made to the Treasurer of the 
United States, under the provisions of Section 5,215 of the 
Revised Statutes, the following table has been prepared, giving 
the amounts of United States and State taxes paid by the 
National banks in each of the States, Territories and princi- 
pal cities, together with the rates of taxation upon capital 


for the year 1876: 
Ratios to Capital. 
STATES AND Amount of Taxes. anette 
U. S. State. Total. 
TERRITORIES. Capital. United States. State. Total. ea Pe Be. 
Maine $10,635,819 . $115,272 . $237,792 .- $ 353,064 I. 22 
New Hampshire .... 5,615,000 . 62,627 . 97.255 - 159,882 ° BF « 
Vermont 8,722,369 . 91,777 - 179,876 . 271,653 
Massachusetts ...... 44,299,557. - 497,228 . 825,685 . 1,322,913 
Boston ...-+eee e+  §2,200,000 . 704,655 . 855,440 . 1,560,101 
Rhode Island 20,579,800 . 200,420 . 279,765 . 480, 185 
Connecticut 26,015,834 . 275,991 - 438,989 . 714,980 
New York 35,326,077 . 512,233 - 826,929 . 1,339,162 
New York City.... 66,607,325 . 278,956 . 2,197;681 . 3,476,637 
Albany 2,000,000 . 63,650 . 67,972 . 131,622 
New Jersey 14,238,634 . 204,512 . 292,024 . 496,536 
Pennsylvania ..eeeee 29.354,981 . 417,324 .- 182,003. 599,327 
P /hiladelphia. . +» 17,189,489 . 356,204 . 119,655 - 475,859 
Pittsburgh... ++ 10,531,592 . 142,232. 56,620 . 198,852 
Delaware. o.s.e-eees 1,571,730 . 22,030 . 6,900 . 28,930 
Maryland 2,299,960 . 31,280 . 28,046 . 59,326 
salti 11,491,985 . 142,102 . 229,484 . 671,586 
District of Columbia. 252,000 . 4.478 . 3,906 . 8,384 
Washington 1,300,000 . 15,246 . 14,096 . 29,342 
Virginia . eves 3,339,307. 51,297 .- 71,827 . 123,124 
bes est Virginia . ecccce 1,746,000 . 21,783 28,878 . 50,661 
North Carolina...... 2,499,499 . 31,021. 39,933 - 795954 
So uth Carolina...... 3)172,500 . 31,793 - 84,863 . 116,656 
GeOrBiR. «20000: sees 2,504,317 . 26,265 . 41,764 . 68,029 
PIGHGR . cee sccccece 50,000 . 941. 948. 1,889 
Alabama........ +++ 1,690,412 . 19,184 . 16,888 . 36,072 
New Orleans snseee 3y436,786 . 53,388 - 6,534 . 591922 
TeXAS.. ccccccccecce 1,038,782 . 14,518 . 19,057 . 33,575 
Arkansas 205,000 . 2,055 .- 2,830 . 4,885 
Kentucky 7,259,041 . 79,609 . 32,587 . 112,196 
: mn roam 3,095,500 . 42,676 . 14,576 . 57,252 
r sesees 3,401,449 49,251. 79,479. 119,730 
20,056,903. 274,814 - 559,498 . 834,312 
Cincinnati 45373080 . 74,720 . 128,087 . 202,807 
Cleveland 4,550,000 . 49.454 - 114,072 . 163,526 
eee 17,781,910 . 210,769 . 424,904 . 635,673 
NGS 6650 vadocces 11,728,823. 173,495 - 231,693. 405,188 
thi 6,950,123. 154,246 . 200,866 . 355 112 
Michigan 8,238,899 . 100,414 . 128,446 . 228,860 
i 1,900,000 . 31,078 . 28,633 59,711 
Wisconsin 2,827,322 . 43,783 - 53,499 - 97,282 
Milwaukee 650,000 . 14,207 - 18,606 . 32,813 
en ee res 6,430,308 . 91,667 . 122,519 . 214,186 
Minnesota 4,455,478 - 60,336 « 86,923. 1475259 
our. . 2574,000 . 35,824 - 53,580 . 89,404 
_St. Louis... oe 59742,596 . 739344 - 76,071 . 149,415 
Kansas...... ee 1,369,167 . 20,722 . 34,518 . 55,240 
Nebraska. 975,000 . 21,839 . 23,274 . 45,113 
237,500 . 6,319 . 2,550 . 8,869 
CORNER, vw cncieccans 1,700,000 . 17,484 - 3,463. 20,947 
San Francisco 2,875,000 . 23,520 . 7O5 24,231 
New Mexico 300,000 . 3,976 . a 73489 
Colorado 824,025 . 18,276 . 16,465 . 345741 
Utah.... acrames 250,000 . 2,840 . 2,625 . 
Idaho.... oe 100,000 . 1,278 . 2,370 . 
Montana 350,000 . 6,811. 9,561. 16,372 
WORN: 6600206000 125,000 . 1,976 . 3,307 . 5,343 
a 50,900. 891 . 636. 1,527 


» 
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gc eee eee $ 501,788,079 . $7,076,087 . $9,701,732. . $16,777,819 


Note.—The capital of the banks that paid State, County and Municipal taxes on stocks and 
real estate is $ 488,272,782. Banks in California pay no taxes upon capital stock. The 
amounts opposite California and San Francisco were paid on real estate. 
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Similar tables for the years 1867, 1869, 1874 and 1875, will 
be found in the appendix. Statements of the amount of 
State and municipal taxes paid by the National banks for 
the year 1866 were also received, but were not tabulated by 
States. From the data for the years named estimates have 
been made for 1868, 1870, 1871, 1872 and 1873, and a table 
prepared showing the amount of National and State taxes 
paid yearly by the National banks, for the last eleven years, 


as follows 
Ratio of Tax te 

_ ———Amount of Taxes.—— 
Years. Capital Stock. United States. State. Total. 
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- $410,593,435 - $7,949,451 » $8,060,938 . $ 16,019,389 
. 422,804,666 . 9,525,607 8,813,127 . 18,338,734 
420,143,491 . 9,405,652 . 8,757,656 . 18,223,308 
419,619,860 . 10,081,244 . 7,297,096 . 17,378,340 
429,314,041 . 10,190,682 . 7,465,675 . 17,056,357 
451,994,133 . 10,649,895 . 7,860,078 . 18,509,973 
472,950,958 . 6,703,910 . 8,343,772 . 15,047,682 
488,778,418 . 7,004,646 . 8,499,748 . 15,504,394 
493)751,079 . 7,250,083 . 9,620,326 . 16,876,409 
- 503,687,911 . 7,317,531 . 10,058,122 . 17,375,053 
u 501,788,079 . 7,076,087 . 9,701,732 . 16,777,819 


The rates of i Nati , State ain total—upon 
National bank capital, in those States in which the rate of 
taxation has been highest for the last three years, are as fol- 
lows : 


NNNRH HHH DDN 
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—1874.— Ss 1875. — —— —1876.- = 
State. Total. U.S State. Total. State. Total. 
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States. 


New York 
New Jersey.... 


te 
ie) 
= 
_ 
Nau Qond OOO) 
. 
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Wisconsin.... 
Kansas.. 

Nebraska. . 

South Carolina 1. 
Tennessee 5 


The saeeiald 3 taxation leieeiael upon National wiih capital 
in the principal cities of the country is shown in the follow- 
ing table, which gives the rates of National and State taxa- 
tion in the cities named, for the years 1875 and 1876: 


Rates of Taxation. 


i mama eT 
State. Total. 
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U.S. 
1.8 
1.4 
a 
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1.8 
3.9 
1.5 
2.2 
1.0 
1.4 


I 
I 
I 
I 
I 
I 
I 
2 
I 
I 


NWWwWWNNNNNDN 
NY AWWW NAN KO 
- PPUPPAOWW 
NINW OHO WADA 
NWNHWNNN DNDN 
wWtwndrth OF 

WHPPWEWWW 
NNNHWNNHDN ND 

HNO RUS 


a 
w 
wn 


1876. 
State. 
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Cities. 
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Philadelphia... 
Pittsburgh 
Baltimore 
Washington... 
New Orleans. . 
Louisville...... 
Cincinnati..... 
Cleveland..... 
Chicago 


Milwaukee .... 
Saint Louis.... 
Saint Paul. ... 
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The following table gives, by geographical divisions, the 
amount, and the ratio to capital, of State and National taxa- 
tion for the years 1874, 1875 and 1876: 


1874. 


GEOGRAPHICAL Amount of Taxes. 
| 
DIVISIONS. Capital.* United States. State. Total. 


New England States. § 160,517,266 . $1,896,533 . $2,980,484 . $4,877,016 1. 
Middle States 190,162,129 . 3,325:425 . 3,911)371 « 712360,796 1%. 
Southern States 33,558,483 .« 430,540 . 517,792 - 954;332 1. 
Western States and 

Territories 109,513,80r . 1,597,585 . 2,210,679 . 3,808,264 


Ratios to Capital. 
$$$ $$, 
Uv. r bare Total. 


United States $ 493,751,679 + $7,256,083 . $9,620,326 . $16,876,409 
1875. 


New England States. $ 164,316,333 . $1,937,016 . $3,016,537 . $4,953,552 
Middle States 193,585,507 -  35300,498 . 4,062,459 7» 362,957 
Southern States..... 34,485,483 . 445,048 . 476,236 . 921,284 
Western States and 

Territories........ 111,300,588 . 1,634,969 . 2,502,890 . 4,137,859 


\: nN 
> PHO 


N 
° 


United States $ 503,687,911 . $7,317,531 ~ $10,058,122 . $17,375,653 
1876. 


New England States. § 168,068,379 . $1,947,970 . $2,914,808 . $4,862,778 
Middle States....... 192,163,773 - 3,190,247 . 4,025,316 . 7215,563 
Southern States..... 33,439,193 - 423,781 . 431,164 « 854,945 
Western States and 

Teritories...... 0000 108,116,734 - 1,514,089 . 21330444 - 3,844,533 1-4 


HN 
wan 


N 
w 


3-7 


3-4 


N 
° 


United States.. - $ 501,788,079 . $7,076,087 . $9,702,732 $16,777,819 1.4 


In my report for 1876 a table, seni by States and 
principal cities, was given, exhibiting the losses charged off 
by the National banks during the two dividend periods of 
six months each, ending respectively on March rst and Sep- 
tember 1st, 1876, the information, having been obtained from 
the dividend reports made to this office under. Section 5,212 
of the Revised Statutes. A similar table has been prepared 
and is herewith presented, and which shows the losses charged 
off during the years 1876 and 1877: 

(See Table on page 466.) 

The table shows that the losses for the first six months of 
the year were $8,175,960.56; and for the last six months, 
$ 11,757,627.43; total, $19,933,587.99. The losses for the pre- 
ceding year were, for the first six months, $6,501,169.82 ; 
for the last six months, $13,217,856.60; total, $19,719,026.42; 
increase in the total losses for the current year over those 
of the preceding year being $214,561.57. 

The number of banks, with their capital, which made no 
dividends in the last four periods of six months each, is as 
follows : 

Ending Ending Ending Ending 
---March 1, 1876..—  -—Sept. 1, 1876.—— —March 1, 1877. — Sept. 1, 1877.— 


Newer No, of No. of No. o 
Bunks. Capital. Banks. Capital. Banks. Capital, Banks. Capital. 


235 ++ $34,289,000 .. 273 .. $44,057,000 .. 245 ++ $40,452,000 .. 288 .. $41,166,000 


* The capital of the banks which reported State taxes in 1874 was $ 476,836,031, in 1875, 
$ 493,738,408, and in 1876, $ 488,272,782. 


3° 
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——March 1, 1877.—$—~ September 1, 1877.—— 
Number of Number of 
States and Cities. Banks. Amount. Banks. Amount. Totai. 
31 « $136,172.95 . - $158,844.01 . $295,016. 
6 «. ~§4 . . 53,780.83 . 68, 516. 
47 - . 54,646.25 . 74,295. 
pass SOD 28 . - 716,831.23 . 1,354,476. 
4 8.97 . - 1,096,604.84 . 2,192,053. 
Rhode Island..... , aoe 6 - 1,374,813-91 . 1,547,027. 
Connecticut ‘ sa ss - 1,369,519.49 . 1,758,981. 
v 4 4 .87 . “ 707,660.09 . 1,083,489. 
New York City. 37 . 2,058,072.29 . . 2,189,869.37 - 4,247,941. 
Albany 6. 25,754-30 . . 34,990.49 . 60,744. 
New Jersey. 32 = 171,714.29 . ‘ 166,944.03 . 338,658. 
Pennsylvania - 331,696.65 . - 438,809.22 . 770,505. 
Philadelphia : 127,791.09 . « 205,457.35 . 333,248. 
Pittsburgh ; 133,036.18 . . 156,430.41 . 289,466. 
Delaware : 2,264.28 . , 6,587.20 . 8,851. 
14,431.90 . 8. 17,447-45 . 31,879. 
Baltimore , 183,704.94 . ° 16,892.80 . 200, 597. 
Washington..... ‘ 38,388.29 4957.15 43,105. 
Virginia ‘ 46,035.83 49,914.89 . 95,950. 
West Virginia. ... ; oat a 8,288. 
North Carolina... ° 64 33-5530 : 41,483. 
South Carolina... 42,597-73 - 74,063. 
138,551.68 . 166,931. 
—. 239. 
3,075.04 . 9,218. 
1,085.33. 286,259. 
27,266.85 . 48, 390. 
9,400.10 . 11,799. 
37,859.40 . 98,214. 
24,731.68 . 35,843. 
61,433.66 . 113,410.16 
657,242.34 . 912,752.2 
135,595-64 . 206,827. 
8,253.60 . 41,088. 
272,132.51 . 371,906. 
228,669.81 . 334,460. 
250,005.31 . 663,597. 
271,488.55 . 437,983. 
14,988.63 . 23,593. 
26,904.73 - 42,550. 
4,816.00 . 23,129. 
89,461.14. 180,423. 
100,643.16 . 202,518. 
19,494.17 . 51,354. 
261,734.61 . 296,951. 
8,636.43 .« 27,375- 
6,807.93 .« 10,816. 
; : 5,387.32 .« 18,584. 
California. ......... A A ‘ . 8,728.83 . 12,248.83 
San Francisco .. F : ; ‘ 21,128.79 . 218,910.13 
Colorado. ‘ . ‘ ‘ 66,429.50 . 101,158.60 
i ‘ 060.06 , : 13,890. 75 ‘ 14,950.81 
1,305.98 . 2,117.75 
41, 100.30 
1,915.33 
6,321.24 
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Totals.. eG -#8,175,960.56 .1108 $11,757,627.43 $19,933,587.99 
Totals for 187 6 806 . 6,501,169.82 .1034  13,217,856.60  19,719,026.42 
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The amount of losses charged off by the banks in the 
principal cities is as follows: 


Cities. 1876. 1877. 
New York $6,873,759-97 .-- $4,247,941.66 
1,598, 722.68 dda 2,192,053.81 
Philadelphia 152,976.14 ote 3339248.47 
Pittsburgh 3330351.56 ase 289, 466.59 
Baltimore 876,207.32 es 200, 597 - 74 
New Orleans......:.00 essececee 519,701.41 296 286,259.47 


THE POSTAL SAVINGS BANK SYSTEM. 
BY GEO. R. GIBSON. 


The many recent Savings bank failures have brought the 
system’ to trial at the bar of public opinion, and aroused 
the conviction that some radical change is necessary. 

The Savings bank is a means to ameliorate the condition 
of the poorer classes, and at the same time to exercise a very 
sensible influence as a financial power. National thrift is the 
product of individual economy, and any institution which 
encourages the people- to yield the gratification of the 
present to considerations for the future, must be an important 
factor in social science as well as political economy. 

Savings banks are of recent origin, arising in the latter 
part of the last century in an obscure English parish, but, 
responding as they did to a pronounced want, their growth 
was very rapid. The first Savings bank in England was 
established in 1799, in the United States in 1816, in France 
and in Germany in 1818. The Zdinburgh Review of the latter 
year said that “the spread of Savings banks is of far more 
importance and far more likely to increase the happiness and 
even the greatness of the nation than the most brilliant 
successes of its arms or the fost stupendous improvements 
of its trade or agriculture.” 

Savings banks established in England prior to 1817 were 
of a voluntary and benevolent character. In 1807 a Mr. 
Whitbread anticipated the future so far as to propose in 
Parliament the annexation of the Savings bank to the Post 
Office, but the proposition fell through for want of support. 

According to Lewins, to whose treatise the writer is 
indebted for some points on early legislation, the first gov- 
ernmental recognition of Savings banks occurred on August 
17th, 1817. By this act Trustees were made _ personally 
responsible for any defaults, but were prohibited from receiv- 
ing remuneration for their services. They were empowered 
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to pay the moneys received into the Bank of England or 
Ireland (as the case might be) to the account of the Com- 
missioners for the Reduction of the National Debt, the latter 
being instructed and empowered to invest these receipts in 
Three per cent. Annuities, the government becoming respon- 
sible for moneys thus received. 

The rate of interest was fixed at £4 11s. 3d. per annum, 
a rate in excess of that paid on the public debt, and under 
this artificial encouragement 450 banks were organized 
within the first year. The high rate of interest paid was a 
source of continual loss to the Government, which continued 
long after its reduction in 1828 to £3 16s. 0o%d. Amend- 
atory acts were passed from time’ to time, and in 1853 the 
Government began to grant life insurance policies. 

In 1824 the responsibility of Trustees for the acts of 
Cashiers and Clerks was limited, and in 1828 they were 
relieved of all liability. The public were deluded into the 
fatal belief that the Government was responsible for all 
deposits lodged in the Savings banks, whilst it was actually 
responsible only for that portion of the funds which reached 
the Debt Commissioners. This proved in practice to be an 
important distinction. 

From 1845 to 1857 was an era of Savings bank failures 
and frauds, which awoke depositors to a realizing sense of 
the insecurity afforded them through this implicit reliance 
upon government. Had depositors relied upon their own 
judgment, instead of trusting to this anomalous connection 
between Government and the banks, it is likely they would 
have suffered far less. 

The results were unfortunate in a social as well as pecu- 
niary sense. The tendency was to check deposits and dis- 
courage habits of prudence, frugality and self-dependence. 
Men reasoned that if the savings of toil and economy were 
to be thus swept away, they might as well spend the money 
as to have somebody else spend it for them. It was as 
Mr. Gladstone said, “the evil is not to be measured by the 
actual amount of money loss; there is an amount of evil 
such as figures convey no idea of.” This state of affairs in 
England naturally excited public attention, and the Govern- 
ment “cut the Gordian knot” by engrafting the Savings 
bank upon the postal system. In 1858 a Committee of the 
House of Commons reported adversely on the proposition, 
but in 1860 Mr. Gladstone introduced a bill which after- 
wards, in its main features, became a law. On May 17th, 
1861, the Postal Savings Bank Act was passed. According 
to its provisions deposits from one shilling to £30 could 
be made at any of the money-order offices, for which a 
deposit book was given with the promise of £2 tos. per 
cent. interest. In 1866 there were 3,300 such offices, and a 
depositor wishing to draw money could appear at any one of 
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them, without regard to place of deposit, and make a requi- 
sition upon the Post-Master General in London, who would 
transmit to him an order on the office through which the 
application was made. There is no disguising the fact, and 
it is not surprising, that this system met with the approval of 
depositors who were thus the recipients of Government favor. 
Neither is it astonishing that since 1863 there has been no 
Savings bank formed under the old system to compete with 
the Government. The deposits in the Postal Savings banks, 
which amounted to $32,632,000 in 1865, increased to 
$ 125,936,725 in 1875, whilst the deposits in ordinary Sav- 
ings banks under the old system, which were $ 193,726,490 in 
1865, increased only to $212,038,845 in 1875. The higher 
rates of interest allowed by the latter institutions account 
for their comparatively large deposits. Lewins, in his enthu- 
siastic praise of the Postal banks, declares that “next, per- 
haps, to the repeal of the Corn Laws this is the greatest 
boon ever conferred upon the working classes of this country; 
and next to the scheme of Penny Postage itself, the scheme 
of the Post Office banks is the greatest and most important 
work ever undertaken by the Government for the benefit of 
the laboring classes.” This system has been introduced into 
Canada and Australia, but the proposition to inaugurate it 
in France was rejected in 1875. 

Now this is assuredly as flattering a construction of the 
British policy as may be presented; and, viewing it so, not a 
few influential organs of public opinion are advocating the 
same or similar legislation in this country; and a bill of this 
kind has already been introduced into the present Congress. 
The writer cannot accept as adequate the reasons urged in 
support of this measure, whether regarded politically or 
economically. 

We have had in this country a case not co-extensive with, 
but in measure analogous to, that quasi-responsibility which 
marked the connection of the British Government with the 
old system of Savings banks and which has deceived its 
victims in this country as it did in that. On the 3d of 
March, 1865, the Freedman’s Savings Bank bill was passed, 
and in May it organized its head office in New York, 
establishing numerous branches throughout the South. The 
direction of its fortunes, which were considered of National 
concern, was confided to fifty Trustees, including prominent 
men from all sections of the Union. Nine votes constituted 
a quorum, and only seven were required to make investments 
or transfers of stock. The general supervision of the Com- 
pany and temporary investment of its funds were confided 
to a Finance Committee of five, of whom three constituted 
a quorum. Thus the power lodged with fifty trustees vir- 
tually became centered in three, who as events have shown 
did not exercise ordinary business precautions and judg- 
ment. 
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According to one authority agents were sent to the South 
to solicit deposits, and a newspaper organ of the bank 
assured the credulous blacks that the whole institution was 
under charter of Congress and received the warm approval 
of Abraham Lincoln, one of whose last acts was to sign the 
bill. The pass-books read: “The Government of the United 
States has made this bank perfectly safe,” and most of the 
70,000 freedmen who were its patrons fancied that they had 
the security of the Government. It is a significant fact— 
and one showing the mistake of committing to a body of 
politicians the management of bank affairs—that during the 
first nine years of this bank’s existence Congress never 
once exercised its reserved right to inspect the bank’s affairs, 
and did not do so until June, 1874, when the public recog- 
nition of its hollowness influenced Congress to appoint three 
Commissioners to wind up its affairs. The book-keeping and 
management of the institution degenerated into such repre- 
hensible practices that the Commission reported that “a more 
perverted arrangement could scarcely have been devised by 
human ingenuity if the design had been specially directed 
to obscure the transactions of the institution.” The Com- 
missioners nearly two years ago declared a dividend of 
twenty per cent. on the three millions of its liabilities, and 
Washington advices state that they are now able to pay 
ten per cent. or more, and hopes are entertained that the 
sum total may reach fifty per cent. This episode in legis- 
lative banking is manifestly not reassuring to the advocates 
of Government intervention. 

In the abstract, however, a general reason may be given, 
that the encroachment of a paternal government upon the 
rights of individuals and its consequent tendency to cause 
individuals to look to the State instead of their own exer- 
tions and intelligence is prejudicial to the interests of 
society. It is a matter of grave question whether a large 
portion of the $45,000,000 annually collected and disbursed 
under English Poor Laws is a charity, and many writers 
believe that this certainty of Government support encourages 
profligacy and destroys the energy and ambition of its recipi- 
ents. In a like manner it is fatal to the pecuniary and social 
independence of any class to have their domestic interests 
preserved by the State. Mill said: “A people among whom 
there is no habit of spontaneous action for collective inter- 
est—who look habitually to their Government to command or 
prompt them in all matters of joint concern—who expect to 
have everything done for them except what can be made an 
affair of mere habit and routine—have their faculties only 
half developed; their education is defective in one of its 
most important branches.” There are plenty of men—and 
some are among the Grangers—who would have the Govern- 
ment invade the domain of private business and become a 
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banker, and manager of railroads, telegraphs and insurance. 
Because England receives and guarantees deposits or issues 
insurance policies—because some Continental nations own 
and control railroads—it does not follow as a logical 
sequence that we, with a different social and political sys- 
tem, should follow their example. Rather divorce our finan- 
cial machinery from government control than wed to it any 
new or experimental powers. 

Though of extreme benefit to society, Savings banks have 
lost their distinctive character as philanthropic institutions, 
and are wholly subservient to financial laws. It is admitted 
that there are many acts which can better be performed by 
Government than by individuals, such as enforcing quaran- 
tine regulations, prohibiting and punishing crime, suppressing 
immoral literature and prescribing codes of justice and edu- 
cational systems; but the management of a Savings bank 
is essentially a trade act, and there, if anywhere, the /aissez 
faire policy should prevail. 

Dismissing political considerations, a valid and important 
economic reason exists against the State assuming the func- 
tions of a banker. 

Under the present system Savings banks gather up the 
small and isolated sums which lie idle and unproductive 
in the hands of the lower and middle classes, and by 
aggregating them, return them in the shape of active busi- 
ness capital to the community from whence they came. This 
money stimulates production and contributes a new impulse 
to industrial pursuits which directly and sensibly increases 
the demand for the labor and services of the depositor. 
So forcible and apparent is this fact, that many Savings 
bank managers in the New England States, to the personal 
knowledge of the writer, decline equally safe and more 
remunerative investments outside of the community, in order 
to employ their deposits among those from whom they 
receive them. Apply these facts to the question of Postal 
banks, and it will readily be seen that the diversion of this 
money into government stock would withdraw it from local 
circulation, and deprive the neighborhood of this industrial 
stimulus. 

Apropos to this point, an item of testimony incidental to 
a Parliamentary investigation of another question in 1826 
may be quoted. Said a distinguished witness from Scotland: 
“The system of deposit accounts, I think, is a very great 
stimulus to the habits of industry and economy and fru- 
gality in Scotland. The whole surplus capital of the indi- 
vidual is thus rendered productive. Under this system 
money arising from those deposits is issued out to encourage 
further consumption of labor in the country.” 

Question—“ It would be a loss then to the country if it 
was removed from the channel in which it is now placed, 
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into this country on debentures Answer—“It certainly 
would.” Question—‘ Under this system does not the poor 
workman gain immediate interest for his saving, whilst the 
saving is immediately employed through the bank in putting 
a further portion of labor into motion?’ Answer—“ Pre- 
cisely so.” 

The question may be summed up by saying that unless 
the business is in itself of a nature prejudicial to the com- 
munity and not merely an abuse of a legitimate business, 
it is not right or expedient for the State to appropriate it. 

The sharp competition and rivalries of trade which sum- 
mon to its aid all the acquisitions of science and letters, 
render uncertain the issue of all commercial enterprises, 
but the most dogmatic advocate of paternal goverment 
would not ask a government guarantee of any consequent 
losses. It would be difficult, the writer apprehends, to dis- 
cover a valid reason why the State should extend protection 
to monetary investments which is no where accorded to 
ventures in trade. The desire to afford a channel for safe 
investment can be satisfied by bringing government bonds 
within the easy reach and access of purchasers. It affords 
no justification for government recourse to the expensive 
machinery of banking, and its assumption of responsibility 
for the acts of thousands of Post-master bankers. The super- 
vision by the government of institutions enjoying public 
franchises is proper and quite different from itself undertak- 
ing the business, but even this does not apply to private 
corporations. The State has no more right to require of a 
private banker that he keep a reserve, have a capital, pub- 
lish and submit for verification reports of his financial con- 
dition than it has to compel a merchant to observe the 
same restrictions with regard to his business operations; but 
in chartered institutions, whose legal existence is created by 
the State, such regulations may very properly be enforced. 

There are certain elementary prerequisites to sound bank- 
ing which it would be policy for the State to prescribe in 
all incorporated institutions; provisions which experience 
demonstrates cannot be neglected by banks without peril. 
First, a stipulated and paid-in capital, in principle similar 
to that now required of National banks. Second, a heavy 
reserve. Third, published reports at unexpecied intervals; 
and fourth, rigid inspection by bank commissioners. If 
private firms upon whom the State cannot exercise these 
restrictions do not choose voluntarily to conform to them, 
the public will trust them at their peril. One thing is cer- 
tain, the State cannot make men honest and competent by 
legislation; at most it can only institute regulations which 
will make their detection and exposure more easy and 
prompt. 

High rates of interest and seductive promises of weak 
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and explosive institutions will always entice men to trust to 
a policy their reason must condemn. This is the class of 
people which the most needs government guardianship, but 
which would the least avail itself of its proffered aid. All 
that the Government consistently can do is to facilitate the 
formation of sound institutions and their conservative direc- 
tion, and there its duty ends, and all further responsibility 
rests upon society. 

It is false in principle and dangerous in practice for any 
bank, savings or commercial, to take the chances of business 
without an ample capital: therefore the absence of capital is 
presumptive evidence of weakness as is the payment of an ex- 
orbitant rate of interest. Again, it is unjust that the profits 
of business should be enjoyed without responsibility for pos- 
sible losses; therefore a_ strict accountability should be 
enforced against trustees and stockholders for any delin- 
quencies. 

Observe these precautions, together with frequent inspec- 
tion and public reports, and the best interests of society 
will be subserved far more successfully than by a political 
and irresponsible government Postal bank. 


SAN FRANCISCO, November, 1877. 


| NoTE.—Recent discussions of the question of Postal Savings Banks having 
stimulated a general interest in this subject, we will publish, in an early 
number of the BANKER’S MAGAZINE, the full text of the British Postal Savings 
Bank Act of 1861, with a synopsis of the amendment of 1863.—Ep. B. M.] 


THE PRICE OF SILVER. 


The most active force affecting the price of silver at the 
present time is the sale of silver by the German Govern- 
ment. In times of commercial depression a fact has more 
influence than a theory; so that the fact of present large 
sales of silver by the German Government is more potent in 
determining the price of silver, than the well founded theory 
that, first the approaching exhaustion of the stock of German 
silver limits the future sales; and, second, that a ceaseless 
absorption of silver by India and China will soon make the 
supply of silver less than the demand. 

In the estimates of the silver disposable by Germany the 
amounts varied from $ 295,000,000 estimated as a maximum 
by the British Silver Commission, to $175,000,000 as a mini- 
mum, the latter estimate being made by the agent of the 
German Government in London who has had the charge 
of the sales of silver -in London. By the British Trade 
Reports it appears that the imports of silver into Great 
Britain from Germany have been as follows: 
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$ 113,020,000 


It will be seen from this exhibit that the exports of 
silver from Germany to Great Britain, (and in effect this 
represents the sales of German silver) for nine months of 
1877 were about ninety-three per cent. of the amount for 
six years preceding. The change in price during this large 
export in nine months of 1877 has been from fifty-six pence 
per ounce February 1877 to fifty-four and a half pence per 
ounce in November 1877 according to London quotations. 

The London Zconomist estimates the total value of German 
silver to be ten per cent. in addition to the sales in 
London—that is the total sales of German Silver from 1871 
to October 1877 to be $125,000,000. If, therefore, we take 
the mean between the maximum and minimum estimates, as 
before stated, of the amount of German Silver to be sold 
during the proposed change in coinage, this middle estimate 
being $235,000,000, we find that there is yet of disposable 
silver $ 110,000,000, or about eighteen months’ supply at the 
rate of the sales in London during the nine months of 
1877. This omits entirely the sales by the German Govern- 
ment outside of London, which would probably be large if 
the United States should become a purchaser or should afford 
a market in consequence of silver re-monetization. 

Other influences are at work likely to affect the price of 
silver besides the exhaustion of the supply from Germany, 
and the increasing demand by India; but of these only one 
is likely to be immediately effective, namely; the demand 
for silver by the United States in excess of its own silver 
production. How much this will be is a problem only to be 
solved by experience. France has about four hundred mil- 
lion of dollars of silver—we are likely to need less even in 
the event of unlimited silver—but how much less? our capa- 
city is large! and the greater from our growing trade in silver 
with China. The shipments of silver from San Francisco in 
the past five years have been $26,450,674 of which $ 10,860,675 
was exported during the past fiscal year. Of the whole 
exports for five years $18,917,432 was in trade dollars, and 
in the past year $10,860,675 trade dollars were shipped, giv- 
ing promise for San Francisco in direct trade with China, 
of doing in future a large part of the shipment of treasure 
needed by those “cess-pools of pregious metals”—India and 
China. 





RECENT LEGAL DECISIONS. 


INDORSEMENT OF PROMISSORY NOTE BY 
STRANGER BEFORE DELIVERY. 


[ FROM THE ALBANY LAW JOURNAL. | 
SUPREME COURT OF THE UNITED STATES.—OCTOBER TERM, 1877. 
Good vs. Martin. 


When a promissory note made payable to a particular person or order is first 
indorsed by a third person, such third person is held to be an original promisor, 
guarantor or indorser. (1) If he put his name in blank on the back of the 
note to give the maker credit with the payee, or if he participated in the con- 
sideration of the note, he is held as joint maker. (2) If subsequent to the 
making and delivery of the note, he did the act in pursuance of a contract 
between the maker and payee for forbearance, he is held as guarantor. (3) If he 
did it with the understanding of all parties that the note was to be inoperative 
until indorsed by the payee, he would be held liable only as second indorser. 

The presumption where such an indorsement is made in blank is, that the party 
is liable as maker or guarantor. 

Where the party is held as a promisor or a second indorser, it is not neces- 
sary to allege or prove any other than the original consideration, but if it is 
attempted to hold him as a guarantor, a distinct consideration must appear. 


Error to the Supreme Court of the Territory of Colorado. 


The action was one of assumpsit upon a promissory note brought by /da 
Martin against Parker B. Cheney, William M. Shephard and John Good, and 
payable to the order of Alexander Davidson. Cheney and Shephard were 
makers of the note and Good indorsed the same. Other facts appear in the 
opinion. The case is reported below in 1 Colorado, at pages 165 and 406. 

Mr. Justice CLIFFORD delivered the opinion of the Court. 

Decisions of a conflicting character exist as to the nature and legal effect 
of the obligation which a third person assumes who indorses his name in 
blank on a negotiable promissory note before the payee and before the instru- 
ment is delivered to take effect. Courts of justice in some jurisdictions hold 
that such a party is a second indorser even though it be true that the payee 
may never indorse the instrument. Phelps vs. Fisher, 50 N. Y.; Shafer vs. 
Bank, 59 Penn. St. 148. 

Even elementary rules show that he cannot be first indorser, for the reason 
that he is not payee, and it is well-settled law that no one but the payee 
can sustain that relation to the maker or put the note in circulation as a 
negotiable instrument. Zssex Co. vs. Edmunds, 12 Gray 276; Moies vs. Bird, 
11 Mass. 440. 

Three of the counts of the declaration are framed upon a promissory note, 
dated June 29, 1866, payable to Alexander Davidson or order, sixty days after 
date, signed by the first two defendants, and the record shows that it was 
indorsed by the other defendant before it was indorsed by the payee and 
before it was delivered to take effect as a negotiable instrument. His indorse- 
ment was in blank, and of course was without any written explanation as to 
its nature and intended effect. 

Besides the three counts framed upon the promissory note, the declaration 
also contained the common counts, in which it was alleged that the defend- 
ants were indebted to the plaintiff in the sum of $2,000 for work and labor 
done and performed, and in the same sum for goods, wares and merchandise 
sold and delivered, and in the same sum for money had and received, and 
other counts i indebitatus assumpsit. 

Service was made, but the two defendants first named failed to appear 
and were defaulted. Instead of that the other defendant appeared, pleaded 
the general issue, and went to trial. Evidence was introduced on both sides, 
and the verdict and judgment were for the plaintiff in the sum of $3,625.33. 
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Exceptions were filed by the defendant who went to trial, and he sued out 
a writ of error and removed the cause into this Court. 

Only two of the exceptions are embodied in the assignment of errors, and 
those only will be reéxamined: (1) That the Court erred in instructing the 
jury that if they found from the evidence that the defendant wrote his name 
upon the back of the note before the delivery of the same to the payee, 
and that he did not then make any statement of his intention in so doing, 
he is presumed to have done so as the surety of the makers and for their 
accommodation, to give them credit with the payee, and is liable for the pay- 
ment of the note in this action; and that if that presumption is not rebutted 
by the evidence in the case, they must find for the plaintiff in the issue 
joined between her and the last-named defendant. (2) That the Court erred 
in excluding the testimony of the two defendants called as witnesses by the 
defendant who appeared and went to trial. 

Decided cases almost innumerable affirm the rule that if one not the 
promisee indorses his name in blank on a negotiable promissory note before 
it is indorsed by the payee and before it is delivered to take effect as a 
promissory note, the law presumes that he intended to give it credit by becom- 
ing liable to pay it either as guarantor or as an original promisor. Aryant 
vs. Eastman, 7 Cush. 113; Benthal vs. Fudkins, 13 Metc. 267; Colburn vs. 
Averill, 30 Me. 317. 

Different courts, as remarked in that case, hold different views in respect 
to the question here involved, but all concur that such an act constitutes a con- 
tract which is to receive a reasonable and an available construction. Great 
conflict exists in the decided cases, but the better opinion is that there are 
certain general rules and principles to be followed in the interpretation of 
such a contract, which, in the absence of other evidence, will lead to satisfac- 
tory results, even amid the conflicting decisions. 

Beyond all doubt the contract should be construed as it was at the time it 
was made. If made at the inception of the note it is presumed to have been 
for the same consideration and a part of the original contract expressed by 
the note. If made subsequently to the date of the note and without a prior 
indorsement by the payee, it will be presumed that it was not made for the 
same consideration, and the party, if liable at all, will be regarded as a guar- 
antor. Such a contract to guarantee the debt of a third person must be in 
writing, and there must be sufficient proof of the consideration. Brewster vs. 
Silence, 4 Seld. 211; Leonard vs. Vredenburg, 8 Johns. 28; Hall vs. Farmer, 
5 Denio 484. 

These remarks apply where the third person indorses the note before the 
payee, but where such a person indorses the note after a prior indorsement by 
the payee, the law presumes it to have been done in aid of the negotiation 
of the note, and the party will be regarded as a subsequent indorser, the rule 
being that if the indorsement is without date it will be presumed to have been 
made at the inception of the note. Ranger vs. Cary, 1 Metc. (Mass.) 373; 
Noxon vs. De Wolf, 10 Gray 760; Collins vs. Gilbert, 4 Otto 760. 

Irregularities of the kind in the execution of promissory notes are noticed by 
Judge Story in his work on Promissory Notes, and he says that the maker and 
such a party are both to be deemed original promisors and the note a joint and 
several promissory note to the payee, although as between the maker and the 
other party they stand in the relation of principal and surety. Standard 
authorities too numerous for citation here are referred to by the author in 
support of the proposition. Story on Promissory Notes, § 58; Sylvester vs. 
Downer, 20 Vt. 358; Lewis vs. Harvey, 18 Mo. 76; 1 Pars. on Cont. 
(6th ed.) 243. 

None will deny, it is presumed, that the cases cited sustain the proposition 
where the third person indorses his name in blank on the note at the time 
when it was made and before it was indorsed by the payee, and the same 
learned author admits that the rule would be otherwise if the party actually 
wrote his name at a subsequent period, unless it was done in compliance of 
an agreement made before the note was executed. Hawkes vs. Phillips, 7 Gray 
286; Leonard vs. Wilder, 36 Me. 268; Champion vs. Griffith, 13 Ohio 239. 





1877. ] RECENT LEGAL DECISIONS. 477 


Prior decisions of this Court are to the same effect, as appears by the following 
citation: Rey vs. Simpson, 22 How. 350. 

When a promissory note made payable to a particular person or order is 
first indorsed by a third person, such third person is held to be an original 
promisor, guarantor or indorser, according to the nature of the transaction and 
the understanding of the parties at the time the transaction took place. 

1. If he put his name in blank on the back of the note at the time it 
was made and before it was indorsed by the payee, to give the maker credit 
with the payee, or if he participated in the consideration of the note, he 
must be considered as a joint maker of the note. Schneider vs. Schiffman, 
20 Mo. 571; Jrish vs. Cutler, 31 Me. 537. 

2. Reasonable doubt of the correctness of that rule cannot be entertained, 
but if his indorsement was subsequent to the making of the note and to 
the delivery of the same to take effect, and he put his name there at the 
request of the maker, pursuant to a contract of the maker with the payee 
for further indulgence or forbearance, he can only be held as_ guarantor, 
which can only be done where there is legal proof of consideration for the 
promise, unless it be shown that he was connected with the inception of the 
note. 

3. But if the note was intended for discount and he put his name on the 
back of the note with the understanding of all the parties that his indorse- 
ment would be inoperative until the instrument was indorsed by the payee, 
he would then be liable only as a second indorser in the commercial sense, 
and as such would clearly be entitled to the privileges which belong to such 
an indorser. 

Considerable diversity of decision, it must be admitted, is found in the 
reported cases where the record presents the case of a blank indorsement by 
a third party, made before the instrument is indorsed by the payee and before 
it is delivered*to take effect, the question being whether the party is to be 
deemed an original promisor, guarantor or indorser. Irreconcilable conflict 
exists in that regard, but there is one principle upon the subject almost uni- 
versally admitted by them all, and that is that the interpretation of the con- 
tract ought in every case to be such as will carry into effect the intention 
of the parties, and in most cases it is admitted that proof of the facts and 
circumstances which took place at the time of the transaction are admissible 
to aid in the interpretation of the language employed. Law Rep., 5 Q. 
B. 475. 

Facts and circumstances attendant at the time the contract was made are 
competent evidence for the purpose of placing the Court in the same situa- 
tion and giving the Court the same advantages for construing the contract which 
were possessed by the actors. Cavazos vs. Trevino, 6 Wall. 784. 

Courts of justice may acquaint themselves with the facts and circumstances 
that are the subjects of the statements in the written agreement and are 
entitled to place themselves in the same situation as the parties who made the 
contract, so as to view the circumstances as they viewed them, and so to judge 
of the meaning of the words and of the correct application of the language to 
the things described. Shore vs. Wilson, 9 Cl. & Fin. 569; Clayton vs. Gray- 
son, 4 Nev. & Man. 606; Addison on Cont. (6th ed.) 918; 2 Taylor’s Ev. 
(6th ed.) 1035. 

Evidence to show that the indorsement of the defendant in this case was 
made before the instrument was indorsed by the payee or delivered to take 
effect was admitted without objection, but it is not necessary to rest the decision 
upon that suggestion, as it is clear that the evidence would have been admis- 
sible even if seasonable objection had been made to its competency. Hopkins 
vs. Leek, 12 Wend. 105. 

Like a deed or other written contract, a promissory note takes effect from 
delivery, and as the delivery is something that occurs subsequent to the execu- 
tion of the instrument, it must necessarily be a question of fact when the 
delivery was made. Parol proof is, therefore, admissible to show when that 
took place, as it cannot appear in the terms of the note. 2 Taylor’s Ev. 
(6th ed.) 1roo1; Hall vs, Cazenove, 4 East 477; Cooper vs. Robinson, 10 Mees. 
& Wels. 694. 
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Opposed to that the suggestion is that if a holder produces a note having 
a blank indorsement of one not the payee, the presumption is that it was 
made at the inception of the instrument. Childs vs. Wyman, 44 Me. 441. 
Grant that and still it is a mere presumption of fact which may be rebutted 
and controlled by parol proof that it was not there when the note was 
delivered, or that it was made at a subsequent date. Zssex Co. vs. Edmunds, 
12 Gray 278. 

Third persons indorsing a negotiable promissory note before the payee, and 
before it is delivered to take effect, cannot be held as first indorsers, for the 
reason that they are not payees, and no party but the payee of the note 
can be the first indorser and put the instrument in circulation as a commer- 
cial negotiable security. Such a third party may, it he chooses, take upon 
himself the limited obligation of a second indorser, but if he desire to do 
so he must employ proper terms to signify that intention, the rule being that 
a blank indorsement supposes that there are no such terms employed, and 
that he is liable either as promisor or guarantor. 

Blank indorsements may be filled up to express the legal contract, and the 
true commercial rule is, that when the blank is filled the instrument shall have 
the character of a written instrument and not depend on parol proof to 
give it effect, nor be subject to be altered or contradicted by parol proof. 
Indorsements of the kind are or may be valid, as the law presumes that such 
an indorser intended to be liable in some form. It does not charge him as 
indorser unless the terms employed are proper to express such an intent; but 
if any one not the payee of a negotiable note, or in the case of a note not 
negotiable, if any party writes his name on the back of the note, at or suffi- 
ciently near the time it is made, his signature binds him in the same way 
as if it was written on the face of the note and below that of the maker; that 
is to say, he is held as a joint maker or as a joint and several maker, 
according to the form of the note. Cases also arise where the signature of 
a third person is subsequent to the making and delivery of the note, and in 
that case the third person, as to the payee, is not a maker but a guarantor, 
and his promise is void if without consideration, but the consideration may be 
the original consideration if the note was received at his request and upon 
his promise to guarantee the same, or if the note was made at his request and 
for his benefit. 1 Pars. on Cont. (6th ed.) 244. 

Judge Story says that the interpretation ought to be just such as carries 
into effect the true intention of the parties, which may be made out by parol 
proof of the facts and circumstances which took place at the time of the trans- 
action. If the party intended at the time to be bound only as guarantor of 
the maker he shall not be an original promisor, and if he intended to be 
liable only as a second indorser he shall never be held to the payee as first 
indorser. Story on Prom. Notes, § 479. 

Where the evidence on these points is doubtful, obscure, or totally want- 
ing, courts of law adopt rules of interpretation as furnishing presumptions as to 
the actual intention of the parties. Difficulty in that regard can never arise 
where the indorsement is special if it contains words proper to show that the 
party intended to be liable only as second indorser. Where the indorsement is 
in blank, if made before the payee, the liability must be either as an original 
promisor or guarantor, and parol proof is admissible to show whether the 
indorsement was made before the indorsement of the payee and before the 
instrument was delivered to take effect, or after the payee had become the 
holder of the same; and if before, then the party so indorsing the note may 
be charged as an original promisor, but if after the payee became the holder, 
then such a party can only be held as guarantor, unless the terms of the 
indorsement show ‘that he intended to be liable only as second indorser, in 
which event he is entitled to the privileges accorded to such an indorser by 
the commercial law. 

Whether regarded as a second indorser or an original promisor, it is not 
necessary to allege or prove any other than the original consideration, but if 
it be attempted to charge the party as a guarantor, a distinct consideration 
must appear. ssex Co, vs. Edmunds, 12 Gray 277; Brewster vs. Silence, 
4 Seld. 207. 
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Viewed in the light of these suggestions, it is clear that the first assign- 
ment of error must be overruled. 

2. Territorial courts are not courts of the United States within the mean- 
ing of the Constitution, as appears by all the authorities. Clinton vs. Engle- 
brecht, 13 Wall. 447; Hornbuckle vs. Toombs, 18 id. 653. 

Witnesses in civil cases cannot be excluded in: the courts of the United 
States because he or she is a party to, or interested in, the issue tried, but 
the provision has no application in the courts of a territory where a different 
rule prevails. 13 Stats. at Large, 351; Bowman vs. Noyes, 12 N. H. 305; 
Bridges vs. Armour, 5 How. 94; Bailey vs. Knapp, 7 Harris 193; Halz. vs. 
Snyder, 2 Casey 512. 

Suppose that is so, then the two defendants called as witnesses were rightly 
rejected as witnesses. 13 Stats. at Large, 351. 

Special reference is made to the Territorial Act of the 11th of February, 
1870, as inconsistent with the ruling of the Court, but the Act in question 
contains the following proviso: That the Act “shall not apply to cases pend- 
ing at the passage thereof in the district courts, on appeals from justices of 
the peace, nor to cases at issue at the passage of the same in the district 
and probate courts.” Sufficient appears to show that the case before the 
Court was at issue in the Court below one whole year before the passage 
of that Act. 

Tested by these considerations it is clear that the second assignment of 
error must also be overruled, and that there is no error in the record. 

Judgment affirmed. 


PURCHASE OF NOTES BY NATIONAL BANKS. 
SUPREME COURT OF MINNESOTA. 
SEPTEMBER 21, 1877. 


First National Bank of Rochester vs, Pierson. 


The purchase of a promissory note by a National bank for purposes of specu- 
lation is w/tra vires, and the bank acquires no title to and cannot recover on a 
note so purchased. Farmers and Mech. Bank vs. Baldwin, 14 Alb. L. J. 391, 
followed. 

Appeal by plaintiff from a judgment in favor of defendant in the District 
Court of Olmstead County. The action was upon a promissory note made by 
defendant and held by plaintiff. Such other facts as are material appear in 
the opinion. 

CORNELL, J.—It is expressly found as a fact by the District Court, before 
whom this cause was tried without a jury, ‘‘that the transaction under which 
the plaintiff claimed to have acquired the note in question, was a purchase 
and not a discount, or lending of money on the credit of it ;” and we have no 
hesitation in saying that, upon the evidence, we fully concur with the Court 
that such was undoubtedly the real nature of the transaction as intended by 
the parties thereto. As a conclusion of law from this finding the Court held 
«that the plaintiff, a National bank corporation, had no authority to purchase 
or traffic in promissory notes as choses in action, and did not in law acquire, 
by the supposed purchase, any title to the note in question, and cannot recover 
upon it in this action.” 

Upon the fact as thus found it will be seen that the only question pre- 
sented is, whether a National bank, created and organized under the act of 
Congress, ‘*to provide a National currency,” etc., is authorized to deal or 
trafic in promissory notes, as a species of personal property, or to acquire any 
title to such paper by a purchase, made admittedly not in the way of discount, 
or by lending money on the credit of it. In the case of the Farmers and 
Mechanics Bank vs. Baldwin, 14 Alb. L. J. 391, it was expressly held that 
no power of this character is conferred by a law of this State, which author- 
izes State banks, ‘organized under its provisions, ‘‘to carry on the business of 
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banking by discounting bills, notes and other evidences of debt, by receiving 
deposits, by buying and selling gold and silver bullion, foreign coin and foreign 
and inland bills of exchange, by loaning money on real and personal securities, 
and by exercising such incidental powers as may be necessary.” And that a 
purchase of such paper, made not in the way of discount, was ultra vires, as 
outside the legitimate scope and purposes of such institutions. 

Under the congressional enactment, the authority which is given is ‘to 
exercise all such incidental powers as shall be necessary to carry on the busi- 
ness of banking, by discounting and negotiating promissory notes, drafts, bills 
of exchange, and other evidence of debt, by receiving deposits, by buying and 
selling exchange, coin and bullion; by loaning money on personal security, and 
by obtaining, issuing aud circulating notes according to the provisions of said 
title.” U. S. Rev. Stats., § 5, 136. 

This is substantially like the State statute which was under consideration 
in the Farmers and Mechanics’ Bank vs. Baldwin, supra. The word ‘‘nego- 
tiating,” as used in this section, and likewise in section 29 of the same 
statute, is used in its ordinary and appropriate transitive sense, to indicate, 
not an act of purchase, but one of transfer, whereby the negotiated paper is 
passed from the holder or owner and put into circulation. Hence the inci- 
dental power to negotiate notes to the extent necessary to carry on the busi- 
ness of banking, simply implies an authority to realize upon such commercial 
paper as the bank may receive in the lawful conduct of its business, by nego- 
tiating, selling and transferring it by means of a re-discount, obtained or 
otherwise. 

It gives no implied authority to speculate or traffic in paper of the charac- 
ter of the note in question, or in financial securities of any description. Morse 
on Banking, 4 and 5. 

The powers, therefore, which are conferred by this section, in respect to the 
acquisition of commercial or business paper, are in no way affected or enlarged 
by the use of the term ‘‘ negotiating.” 

In the absence of any authoritative exposition of the Federal statute in this 
regard, the principle settled in the Farmers and Mechanics’ Bank vs. Baldwin 
must be regarded as decisive of the present case. 

It is suggested by counsel for appellant, that upon the evidence this case 
is distinguishable from that of the Farmers and Mechanics’ Bank vs. Baldwin, 
supra, in that the note sued on here was indorsed by Butler, the holder at 
the time of the transfer to the plaintiff. 

This fact is undoubtedly a distinguishing though not conclusive test of the 
character of the transaction, and ordinarily raises a strong presumption denot- 
ing the existence of the relation of lender and borrower between the bank 
and the party so making the transfer, and thereby indicates that the parties 
really intended a loan of money upon the credit of the paper so indorsed. 
And we have no doubt when such is the intention, ‘‘a borrower may,” as 
was held in Smith vs. Exchange Bank of Pittsburgh, cited by appellant, ‘‘obtain 
the discount by a bank of the existing notes and bills of others of which he 
is the holder, as well as of his own paper made directly to the bank.” And 
that the bank will thereby acquire a valid title to such paper because it makes 
the purchase by discount or through the exercise of its discounting powers. 
But where the acts of the parties, and the circumstances surrounding the 
transaction clearly rebut any presumption arising from the indorsement, and 
indisputably indicate the real nature of the transaction, intended by the parties 
to be, in the language of the Court below, “an out-and-out purchase of the 
note, and not discounting it or lending money on the credit of it,” the mere 
fact of indorsement is not sufficient to warrant the Court in treating the 
transaction as something different from what was intended. 

We fully concur with the Court below in its conclusion as to the character 
of the transaction in this case. 

It was an ordinary case of note shaving, pure and simple, for purposes of 
gain alone, outside the circle of any legitimate banking business, and foreign 
to any purpose for which those institutions are established. No loan was 
made or intended, nor was there any discount in the ordinary and legal 
acceptation of that term as applied to the business of banking. 

Judgment affirmed. 





INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. GARNISHEE OF NATIONAL BANK DEPOSITS. 


What is your understanding of the effect of Sec. 5,242 of the Revised Statutes 
as regards the deposits of National banks? Does not this section protect them 
from any writ of attachment against the funds of a depositor? What are the 
decisions ? 

REPLY.—Section 5,242 of the Revised Statutes was not intended to prevent, 
and does not prevent, the right of a creditor to garnishee the funds of a 
debtor, which may be in the hands of a National bank. Such a process does 
not impair any right of the bank; it simply estops the bank from paying out 
such funds until the decision of a court shall order their payment to a proper 
party. There has been no ‘‘ decision” on this point in any case, because there 
has been, so far as we can learn, no suit in which the point was 


advanced. 


IJ. SUPERSCRIPTIONS ON THE FACE OF A NOTE. 


Suppose a note payable at bank A, and the drawer keeps his account at 
bank B. If, on the day of maturity or before, the drawer writes across the 
face for bank B to charge the same to his account, would this vitiate the note 


in any way? 

REPLY.—An order written across its face instructing Bank B to pay a note 
which is drawn payable at Bank A would not vitiate the note. It is a piece 
of superfluity, independent of the instrument, which was complete without such 
order, and is unaltered by it. The holder would still be obliged to present it 

if unpaid) at Bank A, as presentation at no other place would be sufficient 
to charge the indorser. 


III. THE PROTEST OF UNINDORSED DRAFTS. 


Why is it that the banks in the larger cities protest all bills of exchange 
sent them for collection, whether they have been indorsed or not? The object 
of a protest is to bind an indorser. What then is accomplished by pro- 
testing when there is no indorser ? 

REPLY.—The reason for protesting bills of exchange received for collection, 
when they are not indorsed, is to hold the drawer. It is true that the drawer 
of an inland bill of exchange will be held if there be a demand of payment 
and due notice of non-payment, sent to him, even without the formalities of 
a notarial protest. But, in case of suit, or of dispute as to the facts of demand 
and notice, the proper proof is afforded through a notary’s certificate, or 
record, when he has protested the paper. It is therefore the duty of a bank 
to protest all drafts, when not otherwise instructed by their owner, unless the 
bank is willing to take the risk of releasing the drawer, or of being held 
responsible therefor in the event of resulting loss. 


31 
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IV, THE RESPONSIBILITY FOR COLLECTIONS. 


A sends B, for collection, C’s acceptance for $200. C has no credit 
with B or in the community, and B accepts C’s sight-draft on New York, 
where C had been in the habit of obtaining funds and his drafts always had 
been honored, and sends it to A in payment. A accepts it as such, indorses 
it, and sends it on for collection, but it is returned under protest, parties in 
New York having failed. Is B responsible, and must he make good the 
$200 to A? The sight-draft on New York was payable to B’s order. 

REPLY.—It was the duty of B to collect C’s acceptance in actual money, 
or else to return it if unpaid. When B received C’s draft instead of the 
money, he did so at his own risk. The fact that he sent it to A in pay- 
ment of the collection does not release B (unless A distinctly agreed to 
release him), and when the draft is protested for non-payment B is holden 
as the indorser thereon. 


[ ote.—Several inquiries of much interest are laid aside until next month, 
from want of time just now to investigate the questions raised. } 


THE ESTIMATED SILVER YIELD OF 1877. 


The following statistics, from a correspondent in California, present the 
actual average of producing silver mines for nine months, January 1, 1877, to 
October 1, 1877. 


average 45 per cent. gold. 
- 5 - or less gold. 


COMSTOCK, 
Monthly. 
Belcher $45,411 
California .........++ SabasinbscncrecconsasdessscSecccsssodenssdecssesosss 1, 5539177 
Chollar-Potosi 49,400 
Consolidated Virginia 1,051,555 
Justice. 225,411 
15,233 
$ 2,940, 187 
At this rate, production will be per calendar year : 


About $16,000,000 gold ; $ 19,000,000 silver. 
OTHER MINES—(silver ). 


Monthly. 


i TE, Ce sssccaes $42,522 ... Grand Prize 
26,955 «-- Indian Queen 
Manhattan. ........css0« 71,111 ... Martin White 
Modoc Consol 552233 
54,266 ... 
Northern Belle 140,577 .... Raymond & Ely 
Ontario ..» Rye Patch 
Tybo Consol ... Standard 
Geneva Consol 


$ 906,814 
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Fifty per cent. gold: 
About annually, $ 10,880,000 silver ; $ 540,c00 gold. 
Estimated annual silver production outside of above enumer- 
ated mines in California and Nevada is, say 


Average monthly yield Arizona mines, at present : 
Benin: COMIN RN ino on ao cick icoccnaciesscicesemscsctsaden $ 30,000 


Silver King , 
PUES GPU ccnp csccscnscccns (adgurandcads aatthbaneatetiac ae 


During the past nine months the production has probably not been more 
than four-fifths this average, that is to say about $150,000. 

Arizona mines for this calendar year at that rate, about $ 1,200,000. 

Jno. J. Valentine’s estimate of gold production in California per annum is 
between $15,000,000 and $ 16,000,000. 


RECAPITULATION, 


SAME A Is spin nis isncsannarinaodcesininadinsseupiuuee $ 19,000,0c0 
*« outside Comstock 11,480,000 
‘« Arizona I, 200,000 


$ 31,680,000 
Gold—Comstock,......ceccsccesseeceveed ne epee $ 16,000,000 
“© California 15,500,000 
‘« All other 540,000 32,040,000 


$ 63,720,000 


THE PREMIUM ON GOLD AT NEW. YORK. 


OcToBER—NOVEMBER, 1877. 


1876. Lowest. Highest. 1877 Lowest. Highest. 1877. Lowest. Highest. 
October 8% . 13%... Oct. 26 23% . 2%...Nov.12 25% 
November.... 8% . 10%... re | eee 13 2% 
December .... ae $4. au. 14 2% 

1877. via 256 . 2%... I5 2% 
January . 2 236. 2%... 16 2% 
February 2%=« RR -» 17 2% 

5 19 2% 
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2%. das 20 2% 
2 : te 21 2% 
Election Day. ... 22 2% 
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., a 23 2% 
2%. 2H. 24 2% 
2%. 2%... 26 2% 
256. 2%... 27. 2% 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Authorized October 24 to November 21, 1877.) 
Capital. 
No. Name and Place. President and Cashier. Authorized. Paid. 


2373 Pacific National Bank......... / A. I, Benyon $250,000 
Boston, Mass. Frederick J. Chick. $ 250,000 
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NATIONAL BANKS OF THE UNITED STATES. 
October, 1877. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on Monday, October 1, 1877; June 22d, 1876, and May 12th, 1877. 


1877. 1877. 1876. 
LIABILITIES. October 1. Fuue 12. May 12 
2,080 danks. 2,078 danks. 2,089 danks. 
Capital stock paid in ......... ess $479,467,771 . $481,044°771 . $500,982,006 
Surplus fund 122,776,121 . 124,714,072 . 131,795,199 
Other undivided profits 445,572,678 . 50,508,351 . 49,039,278 
National bank notes outstanding* 291,874,236 . 290,002,057 . 300,261,760 
State bank notes outstanding ... 481,755 . 521,620 . 657,385 
Dividends unpaid 3,623,703 .« 1,398,092 . 2,325,523 
Individual deposits............s00+++ 616,403,987 . 636,267,529 . 612,354,979 
United States deposits ............ 7:972,714 . 7,187,431 . 8,493,995 
Deposits of U. S. disburs’g officers 2,376,983 . 3,710,167 . 2,505,273 
Due to other National banks... 115,028,954 . 121,443,601 . 127,880,045 
Due to State banks and bankers 49,577,439 . 48, 352,583 . 46, 706,969 
Notes and bills rediscounted.... 3,791,219 . 2,953,128 . 4,653,460 
Bills payable 6,137,116 . 6,249,426 . 5,650, 126 


Aggregate Liabilities. pred $ 1,741,084,680 $1,774,352,833 $1,793, 306,002 
RESOURCES. 


Loans and discounts ........es0+00- $ 888,243,290 . $898,049,006 . $936,395,949 
CIN akc shcacd.c.cxscsncusscccvenie 3,617,303 . 3,682,409 . 3499, 136 
U. S. bonds to secure circulation 336,810,950 . 337:754,100 . 344,537,350 
U. S. bonds to secure deposits... 14,903,000 . 14,971,000 . 14, 128,000 
U. S. bonds on hand 30,088,700 . 32,344,450 . 26, 577,000 
Other stocks, bonds & mortgages 34,435,995 - 3520539330 .- 30,905, 195 
Due from approved reserve ag’ts 73,284,133 . 82,077,882 . 86,769,083 
Due from other National banks . 45,217,246 . 44,567,303 . 44,328,609 
Due from State banks & bankers 11,415,761 . 11,246,349 . 11,262, 193 
Real estate, furniture & fixtures. 45,229,983 . 44,818,722 . 42, 183,958 
Current expenses and taxes paid 6,915,792 . 7,910,864 . 6,820,673 
Premiums paid 9,219,174 . 10, 320,699 . 10,414, 347 
Checks and other cash items... 11,674,587 . 10,095,677 . 9,689,623 
Exchanges for Clearing House . 74,525,215 . 57,864, 354 . 56, 806,632 
Bills of other National banks... 15,531,484 . 20,182,948 . 20,347,964 
Fractional currency goo, 805 . 1,053,645 . 2,775,086 
Specie, viz: 

Gold coin $ 4,869,656 

Silver coin 39 700, 703 

U.S. gold certificates. 14,088, 460 22,658,820 . 21,393,129 . 21,714,856 
Legal-tender notes 66,920,684 . 78,004,386 . 79,858, 661 
U. S. certif. for dep. legal-tenders 33,410,000 , 44,410,000 , 27, 380,000 
Five-per-cent. Redemption fund 14,494,643 . 14,612,333 . 15,028,452 
Due from U. S. Treasurer 1,527,119 . 3s340,241 . 1,883,227 


Aggregate Resources $ 1,741,084,680 $ 1,774,352,833 $ 1,793, 306,002 


* The amount of circulation ening on May 12, 1876, as shown by the books of this office, 
was $338,202,242, which amount includes the notes in circulation of banks which have failed, 
are in liquidation, or have deposited legal-tender notes under the act of June 20, 1874. 
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NOTICE. 


Important Change.—The increasing number of changes and failures among 
banks and bankers render highly desirable a more frequent issue than here- 
tofore of the Banker’s Almanac and Register. In order to meet this 
growing necessity, the publisher announces a semi-annual issue for the 
year 1878, viz: the regular edition as usual in January, and in July a 
corrected edition of the entire list of Banks and Bankers in the United 
States and Canada. This special issue will be known as the CASHIER’S 
EDITION, as it will contain only the Bank Lists. The subscription price 
for the two will be Three Dollars only, in advance. The extra volume 
will not be for sale separately, nor will it be furnished to any but those 
whose orders shall come directly to this office. The prospectus may be 
found in the present number of the BANKER’S MAGAZINE (See cover, page ii). 

Orders for the Cards of Banks and Bankers, in the ALMANAC AND REGISTER 
for 1878, are now solicited. Notice of any additional changes among banks or 
banking firms should be furnished at once to this office. 


DIVIDENDS.—The Comptroller of the Currency during the month of Novem 
ber declared dividends in favor of the creditors of insolvent banks as follows: 


Dividend, pr.ct. Making in all 
Crescent City National Bank, New Orleans 15 oe 75 per cent. 
First National Bank of Wichita, Kansas 10 ae 45 we 
Lock Haven National Bank, P 10 10 sy 
Miners’ National Bank of Georgetown, Colorado.... 25 an 35 oe 
First National Bank of Norfolk, Va 15 oe 50 
City National Bank of Chicago, III 10 ee 45 

The Comptroller of the Currency has declared a dividend of twenty per cent. 
in favor of the creditors of the National Bank of Fishkill, N. Y., making in 
all a dividend of forty-five per cent. 

DEATH OF A PROMINENT BANKER.—Mr. James Brown, the senior member of 
the eminent banking firm of Brown, Brothers & Co., died at his residence in 
this city on Thursday, November Ist, in the eighty-seventh year of his age. 
Mr, Brown was born in Ireland in 179%. In 1800 his father, Alexander Brown, 
came to this country with his four sons, William, George, John A. and James, 
and settling in Baltimore, began business as a general merchant under the 
firm-name of Alexander Brown & Sons. In 1808 William returned to Liver- 
pool, where he established, in 1810, the well-known firm of Brown, Shipley 
& Co. In 1818 John A. Brown removed to Philadelphia and established the 
firm of John A. Brown & Co. Mr. James Brown (whose death is now 
recorded) removed to New York in 1825 and established the firm of Brown 
Bros. & Co. He retired from active business about a quarter of a century 
ago, though still retaining his position as head of the firm. 


“ 


ANOTHER SAVINGS BANK CLOSED.—At a meeting held on the evening of 
November 23d, the trustees of the New Rochelle (New York) Savings Bank, 
decided to take advantage of the sixty days allowed by law and close the doors 
of the bank. The assets of the bank are given as $50,945, and its liabilities 
as $50,899. The depositors number 445, the majority being of the laboring 
class. The officers of the bank assert that if time enough is given them they 
will be able to pay in full. An examining committee was appointed to make a 
thorough investigation of the affairs of the bank and report. 
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| December, 


NATIONAL BANKS OF THE UNITED STATES. 


October, 1877. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on Monday, October 1, 1877; June 22d, 1876, and May 12th, 


LIABILITIES. 


Capital stock paid in 

‘Surplus fund 

Other undivided profits 
National bank notes outstanding* 
State bank notes outstanding ... 
Dividends unpaid 

Individual deposits...........s+0e++ 
United States deposits .........++ 
Deposits of U. S. disburs’g officers 
Due to other National banks ... 
Due to State banks and bankers 
Notes and bills redisconnted.... 
Bills payable 


Aggregate Liabilities 
RESOURCES. 


Loans and discounts ........ess0+0+ 
III aivocattn ciccrsiceacdinnnase 
U. S. bonds to secure circulation 
U. S. bonds to secure deposits... 
U. S. bonds on hand 

Other stocks, bonds & mortgages 


Due from approved reserve ag’ts 
Due from other National banks . 
Due from State banks & bankers 
Real estate, furniture & fixtures. 
Current expenses and taxes paid 
Premiums paid 
Checks and other cash items... 
Exchanges for Clearing House . 
Bills of other National banks.... 
Fractional currency 

Specie, viz: 

Gold coin $ 4,869,656 
Silver coin 39 700, 703 
U.S. gold certificates. 14,088, 460 
Legal-tender notes.........cceeseees 
U.S. certif. for dep. legal-tenders 
Five-per-cent. Redemption fund 
Due from U. S. Treasurer 


1877. 
October 1. 
2,080 dunks. 


1877. 
Fuue 12. 
2,078 banks. 


$ 479,467,771 . $481,044‘771 


122,776,121 . 
44,572,678 . 
291,874,236 . 
481,755 - 
3,623,703 « 
616,403,987 . 
7:972,714 .« 
2,376,983 « 
115,028,954 . 
46,577:439 - 


3:791,219 . 
6,137,116 . 


$ 1,741,084,680 


$ 888, 243,290 


22,658,820 . 
66,920,684 . 
33,410,000 . 
14,494,643 . 
1,527,119 . 


$ 1,774, 352,833 


. $898,049,006 
3,617,303 . 

336,810,950 . 
14,903,000 . 
30,088,700 . 
34435,995 - 
73,284,133 . 
45,217,246 . 
11,415,761 . 
45,229,983 . 
6,915,792 . 

9,219,174 . 

11,674,587 . 
742525,215 . 
15,531,484 . 
goo, 805 . 


21,393,129 . 
78,004,386 . 
44,410,000 . 
14,612,333 . 
3349241 . 


1877. 


1876. 
May 12. 
2,089 Zanks. 


- $ 500,982,006 
124,714,072 . 
50, 508,351 . 
290,002,057 .« 
521,620 . 
1,398,092 . 
636,267,529 . 
7,187,431 . 
3,710,167 . 
121,443,601 . 
48,352,583 . 
2,953,128 ° 
6,249,426 . 


131,795» 199 
49,039,278 
300, 261, 760 
657,385 
2,325,523 
612,354,979 
8,493,995 
2,505,273 
127,880,045 
46, 706,969 
4,653,460 
5,650, 126 


$ 1, 793, 306,002 


» $936,395,949 
3,682,409 . 
337»754,100 . 
14,971,000 . 
325344450 . 
3526535330 . 
82,077,882 . 
44,567,303 . 
11,240,349 . 
44,818,722 . 

7,910,864 . 
10, 320,699 . 
10,095,677 . 
57,864,354 . 
20,182,948 . 

1,053,645 . 


3499, 136 
344s 5372350 
14, 128,000 
26,577,000 
39,905,195 
86, 769,083 
44, 328,609 
11,262, 193 
42, 183,958 
6,820,673 
10, 414, 347 
9,689,623 
56,806,632 
20, 347,964 
2,775,086 


21,714,856 
79,858,661 
27,380,000 
15,028,452 

1,883, 227 


Aggregate Resources $ 1,741,084,680 $ 1,774,352,833 $1,793, 306,002 


* The amount of circulation ening on May 12, 1876, as shown by the books of this office, 
was $338,202,242, which amount includes the notes in circulation of banks which have failed, 
are in liquidation, or have deposited legal-tender notes under the act of June 20, 1874. 
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NOTICE. 


Important Change.—The increasing number of changes and failures among 
banks and bankers render highly desirable a more frequent issue than here- 
tofore of the Banker’s Almanac and Register, In order to meet this 
growing necessity, the publisher announces a semi-annual issue for the 
year 1878, viz: the regular edition as usual in January, and in July a 
corrected edition of the entire list of Banks and Bankers in the United 
States and Canada. This special issue will be known as the CASHIER’S 
EDITION, as it will contain only the Bank Lists. The subscription price 
for the two will be Three Dollars only, in advance. The extra volume 
will not be for sale separately, nor will it be furnished to any but those 
whose orders shall come directly to this office. The prospectus may be 
found in the present number of the BANKER’S MAGAZINE (See cover, page ii). 

Orders for the Cards of Banks and Bankers, in the ALMANAC AND REGISTER 
for 1878, are now solicited. Notice of any additional changes among banks or 
banking firms should be furnished at once to this office. 


DIVIDENDS.—The Comptroller of the Currency during the month of Novem 
ber declared dividends in favor of the creditors of insolvent banks as follows: 


Dividend, pr. ct. Making in all 
Crescent City National Bank, New Orleans 15 os 75 per cent. 
First National Bank of Wichita, Kansas 10 iin 45 Kis 
Lock Haven National Bank, Pa 10 oe 10 = 
Miners’ National Bank of Georgetown, Colorado.... 25 ia 35 . 
First National Bank of Norfolk, Va 15 aa 50 - 
City National Bank of Chicago, Ill 10 oe 45 * 

The Comptroller of the Currency has declared a dividend of twenty per cent. 
in favor of the creditors of the National Bank of Fishkill, N. Y., making in 
all a dividend of forty-five per cent. 

DEATH OF A PROMINENT BANKER.—Mr. James Brown, the senior member of 
the eminent banking firm of Brown, Brothers & Co., died at his residence in 
this city on Thursday, November tst, in the eighty-seventh year of his age. 
Mr. Brown was born in Ireland in 1791. In 1800 his father, Alexander Brown, 
came te this country with his four sons, William, George, John A. and James, 
and settling in Baltimore, began business as a general merchant under the 
firm-name of Alexander Brown & Sons. In 1808 William returned to Liver- 
pool, where he established, in 1810, the well-known firm of Brown, Shipley 
& Co. In 1818 John A. Brown removed to Philadelphia and established the 
firm of John A. Brown & Co. Mr. James Brown (whose death is now 
recorded) removed to New York in 1825 and established the firm of Brown 
Bros. & Co. He retired from active business about a quarter of a century 
ago, though still retaining his position as head of the firm. 


ANOTHER SAVINGS BANK CLOSED.—At a meeting held on the evening of 
November 23d, the trustees of the New Rochelle ( New York) Savings Bank, 
decided to take advantage of the sixty days allowed by law and close the doors 
of the bank, The assets of the bank are given as $50,945, and its liabilities 
as $50,899. The depositors number 445, the majority being of the laboring 
class. The officers of the bank assert that if time enough is given them they 
will be able to pay in full. An examining committee was appointed to make a 
thorough investigation of the affairs of the bank and report. 
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ILLINoIS.—Further failures and suspensions have occurred in Chicago. On 
October 28th the Chicago Savings Institution and Trust Company was 
put into the hands of W. S. Hinckley as Receiver. This action was the 
result of a bill and petition filed by a depositor against C. F. W. Junge, the 
principal man in the institution. It is stated that the liabilities are $60,000 
and the assets only $6,000, 

The Third National Bank, of Chicago, decided, after business hours on 
November 21st, to ssupend, and go into liquidation. There can be no possi- 
ble loss except to stockholders, and little, if any, is anticipated even to them. 
The statement of its resources and liabilities is as follows: Resources—bills 
discounted, $ 1,560,920, less re-discounts, $127,000, making $ 1,433,920 ; over- 
drafts, #161,415; United States bonds registered ex-interest, $667,000; real 
estate, $165,802; other bonds and stocks, $22,437; furniture, stamps, &c., 
$ 8,430 ; cash and exchange, $ 283,903 ; total, $2,742,904. Liabilities—Capital 
stock, $750,000; surplus, $ 200,0c0 ; undivided earnings, $28,901 ; circulation, 
$ 600,000 ; deposits, $ 1,164,006; total, $2,742,904. * the resources may be 
added the premium on bonds, worth at date $54,000. The cash and exchange 
are nearly all in cash balances, and may easily be obtained. 

The Central National Bank closed its doors on the morning of November 
23d, and has also gone into liquidation. Its officers claim that it will pay 
dollar for dollar to depositors, and make a good showing toward paying the 
stockholders in full. The bank experienced a slight run the day previous, and 
since October 1, some $200,000 having been drawn out. A statement of the 
condition of the bank is as follows : i 

Assets. —Notes and bills discounted, $ 419,162; U. S. bonds with premiums, 
$ 58,562 ; other bonds, $ 1,000 ; furniture, $5,466; due from banks, $ 23,738 ; 
in United States Treasury, Washington, $2,250; teller’s cash and stamps, 
$ 34,680 ; total, $ 544,858. 

Liabilites.—Capital stock, $200,000 ; circulation, $45,000; surplus and earn- 
ings, $ 16,183; due to banks and bankers, $133,713; city deposits, $ 149,962 ; 
total, $544,858. The bank was organized in 1872, and was subsequently con- 
solidated with the National Bank of Commerce. 


Receiver Turpin filed on October 29 his statement of the Fidelity Savings 
Bank. It shows the liabilities to be $1,315,054 and assets $945,537. A 
dividend of ten per cent. is to be declared at once. ; 

In the case of suits of individual depositors vs. stockholdets of the Fidelity 
Savings Bank, Judge Moore of Chicago has decided that the stockholders are 
liable, and must pay their indebtedness to the bank’s creditors as a whole. 
This settles a number of similar suits which have been commenced. 


A MISSTATEMENT.—Among recently published newspaper paragraphs was 
one to the effect that the ‘‘Home Savings Bank of Chicago, Ill.” had sus- 
pended. This statement was a mistake, and doubtless grew out of the 
suspension of the Home Savings Bank of Zigin, Ill. The Chicago bank, from 
its first organization, has adopted the policy of making all loans of its deposits 
payable on call secured by first-class cash collaterals. It has therefore been 
enabled at all times to pay its depositors on demand, and has never been 
under the necessity of requiring from its depositors any notice whatever, either 
during the panic of 1873 or in the late crisis among the Chicago Savings 
banks. 

ANOTHER LADY BANKER.—Miss S. Jennie Lyons has been appointed Cashier 
of the Poweshiek County Bank at Brooklyn, Iowa. 


MASSACHUSETTS.—The Directors of the Union Market National Bank of 
Watertown, Mass., have issued a circular containing a letter from the National 
Bank Examiner, recommending a reduction of capital from $.150,000 to 
$# 120,000, owing to the depreciation of securities. The directors having called 
a meeting to act upon this recommendation, the stockholders voted to levy an 
assessment of $20 a share, payable January 1, to make good the defficiency in 
assets. The $30,000 which will be realized from this assessment will give a 
small surplus. 
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MINNESOTA.—The State National Bank of Minneapolis will retire from busi- 
ness January 1, 1878. It will be succeeded by the Security Bank of Minnesota, 
which bank has organized under the banking law of the State, and will have a 
paid-in capital ot $300,000. The officers will be: T. A. Harrison, President ; 
H. G. Harrison, Vice-President; J. Dean, Cashier. New York Correspondents, 
the Bank of New York N.B.A., and the National Shoe and Leather Bank. 


NEW JeERSEY.—The People’s Savings Bank, of Newark, N. J., which started 
in 1871, has suspended, with about $50,000 due depositors. The assets, if 
realized, are enough to pay in full. 


NEw YorkK.—To make up a deficiency in the assets of the late Wallkill 
National Bank of Middletown, N. Y., the Comptroller of the Currency, through 
the Receiver, John Burroughs, has ordered an assessment upon the stockholders 
of thirty per cent., payable by the 30th of November. 

Brooklyn.—The Long Island Savings Bank, Brooklyn, will be wound up by 
the Trustees, who will commence payment in December. Mortimer C. Odgen 
has received his discharge as Receiver, and has turned over the funds to the 
Trustees. 

Geneseo.—The banking house of Jarvis J. Cone at Geneseo, New York, 
was closed on November 2d. The reported indebtedness is about $130,000 ; 
the assets $30,000. James B. Adams and William H. Olmstead, both of 
Geneseo, have been appointed assignees. 


Ou10.—The oldest banking firm in Cincinnati, Eli Kinney & Co., have sus- 
pended. The liabilities are about $150,000. Mr. Kinney has assets in real 
estate and securities sufficient to cover the liabilities. The losses are largely 
distributed, and will fall mostly upon people outside of the city. Mr. 
Kinney intends applying his private fortune towards a liquidation of the 
indebtedness. The creditors of the firm have elected two trustees to act with 
him in the adjustment and settlement of the affairs of the firm. 

The Van Wert County Bank, Van Wert, O., has issued a statement setting 
forth the assets at $ 138,285, liabilities $109,266. The officers aud stock- 
holders are confident that enough can be realized on the assets to pay dollar 
for dollar of its indebtedness. 


PENNSYLVANIA.—Three banks at Reading have suspended. The Reading 
Savings Bank closed its doors on the morning of November 16th, and has 
made an assignment. The deposits in this bank are nearly one million dollars. 
Although the officers announce that the assets will be sufficient to pay all. claims, 
it is now thought that scarcely ten per cent. will be realized. The deposits 
have fallen off $700,000 in the last two years. Immediately on the announce- 
ment that this bank had suspended, the banking house of Bushong & Brother, 
having deposits between $300,000 and $400,000, closed their doors, and also 
the Dime Savings Bank cf Boyer and Sellers. The liabilities of the Dime 
Savings Bank are not over $15,000, and an assignment has been made. None 
of the Savings banks have as yet made any statements. The general opinion 
seems to be that the Bushong Bank suspended to evade a run, intending to 
close business. 

Bushong & Brothers have presented a proposition to their creditors. They 
offer to give a general mortgage on all their property, both partnership and 
individual, to three trustees to be elected by the creditors. This mortgage to 
be in trust for the creditors, with interest, payable in five years, or on January 
I, 1883. Certificates upon this mortgage to be issued to the creditors, bearing 
interest, payable in five years, or a part thereof, within that time, at the 
option of the Messrs. Bushong. It is expected this propositlon will be accept- 
able to the creditors. 


New Mines.—A rich vein of gold and silver ores, seventy metres in length, 
and broader than any vein of metal yet discovered in the world, is reported to 
have been discovered a few leagues from Arequipa, Chili, The lay of the ore 
is four ounces to the cajon; and according to assays, made in Copiapo, of 
samples remitted there, some of it reaches fifty ounces. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from November No., page 410.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 
New Harmony. New Harmony Bkg. Co.... National Park Bank. 
Eugene S. Thrall, ?. Horace P. Owen, Cas. 

. Grundy Centre. Holt & Beckman Gilman, Son & Co, 
.. Shreveport E. & B. Jacobs National Citizens’ Bank, 
. Boston Pacific National Bank National Park Bank, 

A. I, Benyon, Pr. Frederick J. Chick, Cas. 
. Falls City L. Boder & Brother Donnell, Lawson & Co. 
Somerest ...... Somerset Co. B. (Charles J. Harrison). First N. B., Phila. 
Flatonia Tuttle & Cockrill E. S. Jemison & Co. 


CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from November No., page 412.) 


Name of Bank. Elected. In place of 
) A. McKinlay, Pr M. S. Latham. 
George C. Hickox, Sec... I. Steinhardt. 

{ Charles Sleeper, Mgr.... 


* San Joaquin Valley [nekton ¢ Atchibald Stevinson, Pr. J. F, Harrison. 


‘ . Trust & Safe Dep. Co., . ‘ 
Conn. Trust & Safe Hetond t M. H. Whaples, Pr..... W. H. Buell. 
City Bank of Atlanta Wm. L. Scruggs, Cas... O. F. Simpson. 

: so:, § J-Barrows, V.P.,Act'’g Pr. O. Davidson. 
Home National Bank, Elgin. } & pb Waldron, Cas..... W. H. Hintze. 

.. Will County Nat. Bank, Joilet. Henry C. Knowlton, Cas. G. P. Jones. 

.. First Nat. Bank, Woodstock... Edward A. Murphy, /r.. N. Donnelly. 

. First National Bank, Tell City. M. Bettinger, Pr F. Becker. 

.. First National B’k, Thorntown. John M. Boyd, Cas J. M. Patton. 

. Brighton Nat. Bank, Brighton. J.W.Prizer, V.P., Act. Pr. R. C. Rush. 

.. Poweshiek Co. Bank, Brooklyn. Miss S. J. Lyons, Cas..., E. J. Pratt. 

. People’s National B’nk, Ottawa. J. P. Harris, Pr H. H. Ludington. 

. Citizens’ B’k of Louisiana, N.O. E. L. Carriere, Pr. protem. J. G. Gaines. 

.. German National Bank, ‘© I. L. Bercier, Cas H, Roehl. 

.. Hibernia National Bank, ‘‘ George R. Preston, /7.. J. C. Morris. 
.... Bank of Buffalo, Buffalo William C. Cornwell, Cas. 
. National Bank of Kinderhook. Aug. W. Wynkoop, Cas. J. J. Van Schaack. 
— { O. C. Ewart, Cas E, F, Elliott. 
- Manta Dep. Sask, Moveth..7 © yma, Ant? Cae... 
National Bank of Middlebury.. John W. Stewart, Pr... 
Citizens’ Bank, Bellefonte, { W. H. Mann, Pr 
(formerly Blacks & Whites) | W. H. Bridgeforth, Cas.. I. 
.. Montgomery Sav. B., Blacksburg Giles J. Henderson, Pr.. 


1 s George W. Price, /7.... J. D. Blair. 
. Border Grange B’k, Danville. ; W. T. Swann, Cas J. J. Lawson. 


ws ’ * { S. W. Venable, Pr J. A. White. 
. Citizens’ Bank, Petersburg... 1 James A. Cuthbert, Cas.. D. A. Weisiger-. 


. State B. of W. Va., Charleston. D. C. Lovett, dc?’g Cas.. J. Claypool. 
. Berkeley Sav. B’k, Martinsburg. J. T. Young, 77eas...... W. D. Burkhardt. 


. Clearing House,San Francisco 





DISSOLUTIONS, CHANGES, ETC, 


DISSOLVED OR DISCONTINUED. 
( Monthly List, continued from November No., page 410.) 


N. Y. City. Tenth National Bank; voluntary liquidation. 


ILL..... Central National Bank; Chicago; closed. 
.. Third National Bank, Chzcago ; closed. 
.. Chicago Savings Institution & Trust Co., Chécago; hands of receiver. 
.. Garden City Savings Bank, (John E. Green) Chicago; voluntary liquidation. 
. Home Savings Bank, Chicago; in business as usual. Previous report of sus- 
pension was an error. 
.. Murphy & Bishop, Woodstock; dissolved. 
. Smith’s Bank, (W. W. Smith) Haméurg; assigned. 
.. Twogood & Elliott, Marion ; suspended. 
.. Green & McFarland, Sumner; will discontinue banking January 1, 1878. 
. R. M. Foster & Co., Fredonia ; failed. 
. Exchange Bank, (Shriner Brothers) Washington; suspended. 
Iron Mountain Bank, S¢. Zouzs; voluntary liquidation. Business tranferred 
to International Bank. 
.. Appleton City Savings Bank, Appleton City; suspended. 
.. William Limrick, Lexzngton ; closing. 
.... People’s Savings Institution, Newark; suspended. 


.. John Worthington, (Worthington Bank) Cooperstown ; retired from bank- 
ing business. 
.. James J. Cone, Geneseo; failed. 
. A. A. Courter & Co., Salamanca; stopped business. 
E. Kinney & Co., Cincinnati; failed. 
.. F. J. Phillips & Co., Georgetown ; failed. 
.. W. Kinney & Co., Portsmouth ; assigned. 
.. Van Wert County Bank, Van Wert; closed 
... Monongahela Savings Bank, Pittsburgh; winding up. 
.. Bushong & Brother, Reading; suspended. 
.. Dime Savings Bank, Reading; suspended. 
.. Reading Savings Bank, Reading; failed. 
. M. A. Sanner & Co., Somerset; closed. 


Texas... A. L. Kessler, New Braunfels; assigned. 


RECENT CHANGES OF TITLE, ETC. 
(Monthly List, continued from November No., page 411.) 


. Porter & Middaugh, De/ Norte; now A. F. Middaugh. 
W. P. Sloan & Co., Golconda; now Sloan & Gilbert. 


Bank of New Carlisle, Mew Caridisle; now Service & Son. 
. First National Bank, Umzon City; succeeded by Com’l Bank. Same officers. 


. Monroe Co. Bank, A/éza; reérganized as a State Bank. J. A. Edwards, Pr. 
National B’k of Monticello, Monticello ; to be suc. by Kindrick, Sallee & Co. 
... First National Bank, Megaunee ; succeeded by The Iron Bank. 


.. Whitten & Haley, Blooming Prairie; succeeded by J. C. Brainerd & Co. 
. State National Bank, Minneapolis; to be succeeded January 1, by The 
Security Bank of Minnesota. Same officers. 


Brown, Hughes & Co., /udependence; now Anderson, Hughes & Co. 
. Newton County Bank, (Samstag & Stein), Meosho; now W, H. Stein. 


. Porter & Middaugh, Cimarron; now H. M. Porter. 


.. Lebanon Office of Waynesburg N. B., Lebanon ; suc. by B. A. Stokes & Co. 
. First National Bank, Ménxerva; now Minerva Banking Co. Same officers, 


. D. Malloy, Cheraw; now H. D. Malloy. 





490° THE BANKER’S MAGAZINE. 


[ December, 


PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 

Oct. 1, 1877. 
DOES Ob GEE DEP CORE. consis cocsssccstncocscccsss $ 799,293,600 
MOMGS DE EVE POF CORE secccsccccnsscsscnsiccess<se 703, 266,650 
Bonds at four and a-half per cent. 200, 000,000 
Bonds at four per cent 10,000,000 


$ 1,712, 560,250 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


Navy pension fund at three per cent......... $14,000,000 


DEBT ON WHICH INTEREST HAS CEASED.... $19,334,320 
DEBT BEARING NO INTEREST. 

Old demand and legal-tender notes $ 356,978,654 
Certificates of deposit 43, 110,000 
Fractional currency 18,786,642 
Coin certificates 37,997,500 
Total principal $ 456,872,796 
WRCIMIING TRON ORE ie ca scccsncésesssscsnscseccosceasss 71447 
$ 2,262, 769, 367 

27,123,816 


Total debt 
PRONE cc sntiiinnisadsasctoansiaccedcapotisaxcnanisnaiins 
ToTAL DEBT, principal and interest $ 2, 229, 891, 183 
CASH IN THE TREASURY. 
$ 119,152,043 
14 206,417 


8,835,468 


Currency 

Currency held for redemption of fractional 
currency 

Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.... 


$ 185, 303,928 


43, 110,000 


Less estimated amount due military estab- 
lishments for which no appropriations have 
been made 


$ 178, 303,928 


Debt, less cash in the Treasury, Oct. 1, 1877 $2,051, 587,254 
“ - Bs Nov. 1, 1877 


$3 882,524 


Decrease of debt during the past month..... 
8,570,968 


Decrease of debt since June 30, 1877........ 


Nov. 1, 1877. 
$ 758,776,850 
703,266,650 
200, 000,000 
55,000,000 


$ 1,717,043, 500 


$ 14,000,000 


$ 27,062, 880 


3545554594 
37,620,000 

I 8, 352, 574 
33> 543,200 

$ 444,070, 369 
71447 


. $2,202.176,749 


29,711,996 


- $2,231,888, 746 


$ 131,022,843 
15,950,632 


95444, 569 
37,620,000 


$ 194,038,045 


$ 9, 500,000 


$ 184, 538,045 


2 $ 2,047, 350, 700 


$ 4,236,554 
12,807,522 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 


LAWFUL MONEY. 


$ 64,623,512 
969.352 


35.957,629 
8,750,652 


Principal outstanding 
Interest accrued and not yet paid .........04 ° 


Interest paid by the United States 
Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U. S... $27,206,977 


$ 64,623. 512 
1,292,470 


35,957,629 
8,756,413 


$27,201,215 
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THE NATIONAL BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National bank circulation, from June 
20, 1874, to Nov. 1, 1877, and amount remaining on deposit at latter date. 


LeGat-TenpER Notes DeEposirep TO 
Retire NATIONAL BANK CIRCULATION, 

Additional SINCE JUNE 20, 1874. Legal Tenders 
wake nL i eee 
TERRITORIES. Sune vik ae tion of Noles Circulation Total Seamer at 

oY Liguidat- under Act of Deposits. date. 

ing Banks. Fune 20, 1874. 

i $1,170,880 . 41,200 . $600,000 . $641,200. $99,349 
New Hampshire. 494,465 . 27,400 . 10,800 , 38,200 . 3,620 
994,970 - 134,807 . 458,340. 593,147. 35,150 
Massachusetts..... 9,212,705 . 96,400 . 5,444,200 . 5,540,600. 214,982 
Rhode Island 295,500 . — . 617,385 . 617,385 . — 
1,154,010 . 65,350 . 1,249,490 . 1,314,840 . 35,208 
8,577,990 - 972,891 . 16,391,900 . 17,364,791 . 2,857,086 
New Jersey 1,124,935 . 30,060 . 973,940 . 1,004,000 . 116,694 
Pennsylvania 4,884,580 . 808,491 . 5,354,906 . 6,163,397 . 1,365,692 
Delaware 84,175 . — . — . — . — 
Maryland 195,010 . 166,600 . 1,182,580 . 1,349,180 . 206,740 
Dist. of Columbia. 315,900 . 393,164 . 427,500. 820,664. 160,394 
Virginia 408,100 . 706,864 . 778,915 . 1,485,779. 218,932 
West Virginia..... 44,370 - 731,060 . 204,300. 935,360. 168,257 
North Carolina... 353,660 . —— . 809,185 . 809,185. 206,180 
South Carolina.... 27,700 . — . 953.380. 953,380. 125,450 
Georgia 239,520 . 287,725 . 347,675 . 635,400. 125,315 
Florida 45,000 . — . — . — . — 
labama... 108,000 . — . 94,500 . 94,500 . 79, 163 
Mississippi — . — . — . —— . 1,421 
Louisiana .......... 122,130 . 635,750 . 2,099,250 . 2,735,000. 714,849 
GENE. ccsscscscave 116,100 . —— . 229,340. 229,340. 20, 663 
Arkansas 90,000 . — . g0,000 . 90,000 . 1,665 
Kentucky 2,327,140 . 575,867 . 1,198,633 . 1,774,500. 595,208 
Tennessee 313,200 . 235,901 . 488,959. 724,860. 139,358 
159,470 . 512,145 . 3,493,575 - 4,005,720. 787,099 
1,211,380 . 1,222,356 . 2,138,625 . 3,360,981 . 1,269,506 
1,737:970 - 704,859 . 3,557,080 . 4,261,939 . 741,408 
ino} 1,056,445 - 939,474 - 5,949,526 . 6,880,000 . 1,353,764 
Michigan 401,620 . 159,900 . 1,698,490 . 1,858,390 . 210,673 
Wisconsin 161,900 . 364,999 . 741,400 . 1,106,399 . 204,087 
729,440 . 508,012 . 1,456450 . 1,964,462 . 366,725 
621,520 . 219,676 . 1,218,545 . 1,438,221 . 243,698 
558,571 . 189,900 . 748,471 . 240,567 
45,000 . 188,080 . 233,080. 107,670 
— . — . — . 3,159 
82,783 . £49,400. 232,183. 47,361 
161,191 . 196,800. 357,991 . 42,068 
— . 45,000 . 45,000 . 2,210 


Totals $39,120,885 $11,379,496 $61,028,049 $13,111,371 


Legal-tender notes deposited prior to June 20, 1874, 
and remaining at that date 3,813,675 


Total deposits $76,221,220 
Jno. JAY KNOx, Comptroller of the Currency. 
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NATIONAL BANK AND LEGAL-TENDER NOTES. 


STATEMENT of the Comptroller of the Currency, showing the Issue and 
Retirement of NATIONAL BANK Notes and LEGAL-TENDER NOTES under 
the acts of June 20, 1874, and January 14, 1875, to November 1, 1877. 


NATIONAL BANK NOTES 


Outstanding when act of June 20, 1874, was passed..........ss000+6 B 349,894, 182 
Issued from June 20, 1874, to January 14, 1875.... $4,734,500 
Redeemed and retired between same dates.............. 2,767,232 


Increase from June 20, 1874, to January 14, 1875 1,967,268 
Outstanding January 14, 1875. m= smgpetemaass eh, eot: Aap 
Redeemed and retired from Jan. 14, 1875, to date..$ 60,342,617 
Surrendered between same dates...........sese000 neeeiacksthie Q, 130, 107 

Total redeemed and surrendered 69,472,724 
Issued between same dates...............65 bites ccuabiauceeee 34, 386, 585 


Decrease from January 14, 1875, to date 35,086, 339 


COMRSERIRI GE GREE onc. isin odin odsicccenscovce<cessees - $316,775, 111 


Greenbacks on deposit in the Treasury, June 20, 1874, to retire 

notes of insolvent and liquidating banks............sccssscsssessersseeee $B 3,813,6 
Greenbacks deposited from June 20, 1874, to date, to retire 

National bank notes..........seseseseees ieddudsasennide sascbawasanuedanwncesana 


PORE GORI vcnccsssncssnsacsctamdncrsesecnsease 76,221,220 


Circulation redeemed by Treasurer between same dates without 
DOIG. esccssckescascacess rere 22 63, 109,849 


Greenbacks on deposit at date.........s.000+ 13,111,371 


Greenbacks retired under act of January 14, 1875......... esacsessessen 29,500,308 
Greenbacks outstanding at date............ccseseees Neeser eee een psensas + 3542490, 892 


Jno. JAY KNOX, Comptroller of the Currency. 


THE NATIONAL BANKs.—The following table, from the Report of the Comp- 
troller of the Currency, shows by geographical divisions the number and capital 
of the National banks which made no dividends during the last four periods 
of six months each. It should be substituted for one upon page 465. 


Six months Six months Six months St months 
ending ending ending ending 
Geographical —Mar. 1, 1876.— —Sept. 1, 1876.—. —Mar. 1, 1877. —Sept. 1, 1877.— 
Divisions. No. Capital. No. Capital. No. Capital. No. Capital. 


New England States.... 26. $3,777,000. 32. $7,700,000. 25. $8,150,000. . $9,085,000 
Middle States........-. 56. 10,700,020. 64. 16,135,725. 73- 12,742,000. » 15,573,200 
Southern States + 4135,000 . 34. 4,399,000. 27. 3,720,000. «  49236,000 
Western States...... e+e 113+ 14,778,300 . 129. 13,873,000. 106. 14,090,000. 118 . 1¢,737,000 
Pacific States and Ter. 11. 900,000 . 14. 1,950,000. 14. 1,750,000. . 1,535,000 


United States 235 . $ 34)290,320 . 273 . $44,057,725 . 245 . $ 40,452,000 . # 41,166,200 
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NOTES ON THE MONEY MARKET. 


NEW YORK, NOVEMBER 26, 1877. 


Exchange on London at sixty days’ sight, 4.81 a 4.81% in gold. 


Several important movements have been agitating the financial community, 
and the fact that they have produced so little disturbance adds another to the 
numerous proofs of the plethora of capital which is seeking employment and 
keeping down the rates of interest both here and abroad. The demand for 
currency to move the crops at the South and West has ceased to make itself 
visible here, as will be seen from the movement in the deposits and reserve of 
the banks at the great financial centres. The agitation connected with the 
passage of the Silver Bill by the House of Representatives has also had its 
share in disturbing financial confidence and discouraging the demand for Gov- 
ernment bonds, as well as checking industrial enterprises in various parts of 
the country. The Clearing-House statements of the Western cities show that 
that section of the country is the first to feel the depression from this cause. 
If the people of the West wall duly investigate the facts, they may, perhaps, 
arrive at the conclusion which is so general elsewhere, that a policy of infla- 
tion would hurt the West and South more than it would hurt any other part 
of the country. The temporary arrest of the promising activity which has been 
so gratifying of late will have its compensative advantages if it provokes 
reflection upon the real facts of the present and prospective situation. 
Another movement which has helped to agitate the money market ‘is the 
active shipment of our products abroad. In England, as here, there has been 
considerable activity in the Clearing-House business at the financial centre. 
During the month of October the exchanges of the London Clearing House 
were thirty millions sterling in excess of last year. The aggregate in October, 
1876, was £ 366,961,000 and in October, 1877, £ 396,620,000. The excess of 
transactions now has not been explained. It is probably due to the sale of 
foreign securities previously held in England and which are being actively 
exported to settle the foreign balances which are now more adverse to England 
than usual, in consequence of the increase of importation and the ‘diminished 
exports. Finally, there is another circumstance worth noting in the money 
market in the upward turn of the greenback reserves. This is partly due 
to the reflux of unused currency from the West and South, where the move- 
ment of business is temporarily retarded. In part, however, it is supposed 
that the increase of greenbacks is due to the fact that several of the New 
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York banks, having large balances in New England, telegraphed their corre- 
spondents to remit greenbacks. Next week the full effect of this cause of 
accumulation will be more visible than it is at present, if, indeed, the facts 
are as rumor states them. For some months past the New England banks 
through their agents here have been buying paper in this market below the 
current rates, and it is said they have been doing so lately and were in debt 
to the New York banks at least $3,000,000 at the beginning of this week. 

The rates for loans close with less firmness than last month. On call most 
of the business doing is at five per cent., with exceptions at four and six. 
Discountg are easier. Endorsed dry goods bills pass at five to five and a half; 
four months’ acceptances at five, five and a half to six, and good single names, 
of four to six months, at six to seven. Grocery paper passes at five and a half 
to seven for two months, double name, and at six to seven and a half for four 
months. First-class single-name grocery paper passes at six and a half to seven 
and a half per cent. 

The deposits of our New York Clearing House banks have been declining, 
as is usual at this time of the year, but they have suddenly taken an upward 
turn and are now almost a million in excess of their aggregate a month ago. 
The legal-tender aggregate is precisely what it was then, the gains and losses 
just balancing each other, and the whole movement being probably caused by 
the circumstances above referred to, Subjoined are the averages of the New 
York Clearing-House banks : 


; Legal Excess of 
1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Oct. 27..++-.$236,287,400 . $17,322,400 . $ 39,235,100 . $ 16,726,000 . $ 193,848,700 . $8,095,325 


Nov. 236,216,600 .. 15)935,900 -- 39,531,900 -- 17,156,800 .. 192,364,900 .. 7,376,575 
235,968,300 .. 18,764,500 .. 38,503,400 .. 17,720,200 .. 193,557,300 -. 8,878,575 

seeee 236,308,300 .. 19,456,800 .. 39,382,900 .. 17,844,900 .. 196,501,500 .. 9,714,325 
235,329,800 .. 19,767,800 .. 39,949,300 -. 18,100,500 .. 196,234,900 .. 10,658,375 


The Clearing-House exhibit of the Boston banks for the past month is as below : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Oct. «+ $126,497,500 «+++ $2,459,600 .... $5,947,800 ...- $69,192,900 «++ $ 23,949,300 
NOV. 3.sseecce 127,388,100 »+0+ 2,601,400 eee 6,226,800 «+++ 72,101,700 «25. 24,157,000 

Mf W.seesees 129)127,700 «eee 2,927,300 «+++ 6,180,600 «..-- 74,027,600 «++. 24,286,800 

T7Jeeeeeess 129,508,300 22+. 2,868,500 .... 6,074,800 «14+ 72,574,4CO «+05 24,431,500 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Oct. 27..000+++$60,731,184 +++ $1,357,001 +--+ $13,143,721 +--+ $48,442,057 +--+ $ 10,628,601 
v 60,2215636 «+++ 1,432,897 «+++ 13,274,543 +++ 47645097 +--+ 10,623,795 
591943506 +++. 1,489,492 «+++ 13,677,990 «+++ 47,901,443 ++++ 10,657,276 
59,649,038 «+++ 1,472,532 «+++ 13,629,674 «+++ 48,267,785 ~--- 10,676,728 
59,150,819 «+++ 1,410,424 «+++ 13)637,169 +++ 47,813,907 «2+. 10,713,565 
The stock market has shown considerable weakness but closes with a better 
feeling. Government bonds are stronger, in consequence, partly, of the demand 
from dealers who had sold short in the expectation that the agitation of the 
silver bill would bring a large return of bonds from Europe. As this result 
did not follow, and as our Government bonds are firm in London, owing to the 
scarcity of the supply and to the check given to the refunding operations, there 
was more disposition to purchase in Wall street, and the improvement in the 
tone of the market appears likely to continue. 
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In railroad shares there has been some depression in consequence of the 
suspension of the Third National Bank of Chicago, capital 750,000 dollars, 
and of the Central National Bank of Chicago, whose capital is $200,000. The 
coal stocks are better, but there is very little disposition to buy. Erie is lower 
in consequence of reported trouble and renewed litigation. It has been reported 
that three-fourths of the bondholders had not given their assent to the plan of 
reconstruction, but the official figures show the following : 

Total issue. Total assents. Date. 
First consolidated mortgage $16,656,000 .. $15,270,000 .. Nov. 19, 1877. 
Second consolidated mortgage... 14,400,000 .. 10,145,000 .. Aug. 17, 1877. 
Gold consolidated bonds 10,000,000 .. 6,523,000 .. Aug.17, 1877. 


$41,056,000 .. $31,938,000 

Since the dates mentioned further assents have been received from bond- 
holders, which will considerably increase the total The number of shares 
upon which assents were filed and assessments paid up to the 17th of August, 
was 372,475, or about one-half the whole, and this has since been materially 
increased, 

Railroad bonds are firm under a good investment demand. State bonds 
have advanced and close firm, the improvement being partially due to the 
formation of a Syndicate who have organized under the laws of this State to 
fund defaulted State, County and Municipal bonds. The new Company is 
known as the Funding Association of the United States. Its articles of asso- 
ciation were filed on the 23d instant in the County Clerk’s Office. The capital 
stock of the Association is fixed at $10,000, divided into one hundred shares of 
$100. The official record shows that, at a meeting held November 7, all the 
shares were subscribed for, and that the following gentlemen were elected 
Directors: J. Pierpont Morgan, Charles Lanier, Louis Von Hoffman, Francis 
O. French, Hugh McCulloch, John W. Ellis, and William Martens, At a sub- 
sequent meeting the following officers were elected: President, Hugh McCul- 
loch; Vice-President, J. Pierpont Morgan; Secretary, Francis O. French ; 
Treasurer, Charles Lanier. The new Association will commence operations 
immediately, and will give its attention at first to the debts of those Southern 
States whose interest is now in default. Subjoined are our usual quotations : 

QUOTATIONS : Oct. 26. Nov. 2. Nov. 9. Nov. 16. Nov. 23 
102% .. 102% .. 102% .. 102% .. 10274 

U. S. 5-208, 1867 Coup. 108% .. 108% .. 108% .. 108% .. 10854 
U.S. new 10-40s Coup. 108% .. 108% .. 184%. 108% .. 108% 
West. Union Tel. Co.. 81%... 8044 .. 79% «. 79% «- 79% 
N. Y. C. & Hudson R. 106% .. 107% .. 106% .. 107% .. 107% 
Lake Shore. ...++-+++ 68% + 68% .. 67% .. 68 ° 67% 
Chicago & Rock Islan 101%... 101 ia 1o1r a 100% .. 1014 
New Jersey Central... 16% .. 14 oe 1% .. 13 soe 13% 
Del. Lack. & West.... 52 os a 46% «- 48% .. 50% 
Delaware & Hudson.. 46% .. 46% o- 43% oe 44% >. 47% 
North Western 36% .. 36s 34% + 36% -- 37% 
Pacific Mail 235% +e 234% «. 22% .. 2300 ss 23% 

i 12% .. 12% « 9% .:- 10% .. 9% 
Call Loans.... ong @6 - 7 @3%-- 4 @6 ee 4 Gis... @ 6 
Discounts ...... +6 @9 - 6 @9 -6 @8 os 6 @8.. @ 8 
Bills on London + 4.8134-4.86 .. 4.81-4.851%.. 4.81-4.8414 .. 4.81-4.84% .. 4.81-4.85 
Treasury balances, cur. § 40,766,267 .. $40,421,845 .-- $39,478,060 .. $40,107,583 .. $40,892,687 

Do. do. gold.$ 101,196,246 .. $ 105,746,341... $ 101,630,719 .. $97,187,463 .. $ 100,020,995 





496 


THE BANKER’S MAGAZINE. 


[ December, 


In view of the passage of the silver bill by the House, it is interesting to 
know that our silver product this year promises to be more than twenty per 
The Ala California gives the following 
statement of the receipts of treasure at San Francisco, per Wells, Fargo & Co,’s 
Express during the quarter ending September 30, 1877: 


cent. greater than that of last year. 


Silver 
Bullion. 


$ 11,492,798 


From 
Interior 
North Carolina Route. 
South Carolina Route. 
Mexico 


295,671 


Totals $ 11,788,469 


Gold dust 


and bars. 

+ $2,688,774 
416,422 

g,011 

29 009 


++ $3,143,216 


Coin. 
$ 3,977,079 
193,977 


39,441 
470,638 


$ 4,€80,235 


Total. 
$ 18,158,651 
609,499 
48,452 
7955318 


$ 19,611,920 


same period were 
Since January 1 


The shipments of coin inland from San Francisco for the 
$ 6,986,772, and overland, coin and bullion, were $9,319,220. 
the treasure receipts have been as follows : 

Silver Gold dust 
Bullion. and bars. 
$ 2,976,245 $ 524,612 
2,913-119 5519705 
3+535,256 682,415 
3,780,068 813,855 
3,205,999 863,089 
315595247 935,332 
3,679,757 976,856 
3,995,599 151455449 
4,113,113 1,020,902 1,814,029 


$31,758,403 $7,514,224 ++ $14,046,250 
27,427,536 7:383,014 ++ 15,5975747 


$ 131,210 


Total. 
$ 5,109,221 
457735429 
5+985,647 
5+947,003 
597375153 
6,154,504 
6,200,586 
6,463,290 
6,948,044 


Coin. 
$ 1,008,364 
1,308,605 
1,767,976 
19353,080 
1,668,065 
1,659,925 
1,543,964 
1,322,242 


$ 53,318,877 
50,408,297 





Increase $ 4,330,867 .. $ 2,910,580 


Decrease. ee $1,151,497 

The total exports of coin and bullion from San Francisco during the past 

nine months were $ 45,029,904.67, exclusive of shipments to the interior of 
the State. 

The Treasury now holds $ 344,940,000 in bonds to secure bank circulation, 

and $ 14,420,000 to secure public deposits ; National bank circulation outstand- 


ing: currency notes, $ 319,140,000 ; gold notes, $ 1,430,000. 


RNAPII USN 
DEATHS. 


At Curcaco, Ill, on Tuesday, November 13th, aged fifty-six years, WILLIAM 
F, CooLBAUGH, President of the Union National Bank of Chicago. 

At Mount STERLING, Kentucky, on August goth, aged fifty-two years, 
D. B. Jones, President of the Exchange Bank of Mount Sterling. 

At WESTFIELD, Mass., on Thursday, October 4th, aged seventy-eight years, 
CuTLER LAFLIN, President of the First National Bank of Westfield. 

At Paris, Illinois, on Sunday, October 7th, 1877, aged thirty years, 
FREDERICK W. LEvINGsS, Cashier of the Edgar County National Bank. 

At Fonp pu Lac, Wisconsin, on Friday, November 2d, aged seventy years, 
EDWARD Pier, President of the First National Bank and of the Savings Bank 
of Fond du Lac. 





